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MARKING OF IMPORTED ARTICLES

THURSDAY, MARCH 21, 1963

‘ . U.S. Sexare,
CommiTree oN FINANCE,

: Washington, D.C,

The committes met, pursuant to notice, &t 10:10 a.m., Iti room 2221,
1?3;; Senate Office Buiilding, Senator Harry F. Byrd (chairman). pre-
slding. B . :
Present : Seriators Bi‘rd, Anderson, Dougias, Hartke, Ribicoff, Wil-
lams, Citrlsott, Curtis, Morton, sfid Dirksen. .

Also présent: Sénator Ma%urgn. e

Also present: Elizabeth B. Springer, chief clerk, and Serge N,
Benson, professional staff member,

The CuamuaN, The committee will come to order. = Q

The hearing today is on the bill H.R. 25183, to amend the Tariff Act
of 1030 to require new fpaclmges of importe(i articles to be marked to
indicate the country of origin and the amendment proposed thereto
by Senator Jordan (identical with his bill S. 957 and Senator Mag-
nuson’s bill S. 924) to require marking of all imported lumber and
wood products to indicate to the ultimate purchaser in the United
States the namg of the conntry of origin. ,

(The bill an:

amendment follow:
($T.R. 2618, 88th Cong,, 1at dess.]

AN ACH To atttend the Tarift Act of 1930 to require certain new packiges of {mported
articles to bé mnked. to indicato the couqm of origin, and lorpothg purposupo.

"B 4t engotéd by the Benuté 6nd House df Repredéntatives of the Unifed Stales
of Anierica tn Congress gsembied, Thut (a) the first sentencé of subsection (a)
of section 804 of tha Tarlft Act of 1980, 43 amended (19 U.8.0, 1804), is amended
by gtHking out “subsection (b)" and Inserting in leu therect “subsectlon (b)

or (e)”, . o . ; ) o :

(f») Subsection (b; Jf seli section 804 18 dmended w:smkmg out the first sen-
tence ahd insrtifig §tf lell thereof the following: “Whendver an article {8 ex-
cepted under subdlvlslonx ng,t;) of subsection (d) of this seetion frony thé require-
metits bt nitirkIhg, the immédiate contalned (It any) of Buch artlele, or such
other contalner or containers of such atticle ag may be préscribed by the Sec-
rotary of the Treasury, shall be marked fn such manner as to Indlepte— . . -

- ¥(1) ‘to.an ultimate purchaser in the United States the English name ot
"th? countey of origi of sucharticle,and < VI ‘
i (2) t6 any persen who repackages siclf artleld, that subjéet to pennities

‘.l': ot;ﬁ;w thle new,lplackagg x;lh(igt‘. a:‘ai-kfd 'six'bd(}eacrlf?edflu sqbd,i\‘lst;on ), . .

su . to allipravisions of  thig. on, includiug.the same;exceptions:As are
npp{fg:ble 0 at:'t\cles under subdﬁslon, (Q of M?llqn‘(h) Of fﬁ\ls gectlon,
The Secrctary of the Treasury may by’ Ndtlons huthdrize the ekdeption of
any artielé ,ffﬁugnth'é ‘réghirements of subdivision (2) of the preceding sentence
it su%? aiticle {8 hot usually repackaged before delivery to an ultimate purchaser.”

(¢) Such sectlon 304 is further amended by relettering subsecfion (e) as sub:
section’ (f), and by inserting after sibsection (d) the' folldwing hew subsection?
S (8)  MARRING O -NrW - PAOKAGES, ‘Ef0+~When auy fmported article the con-
talney b whibh'1s réqiitred:to:bo nintked under, the provisions of subsection'.(h)
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18 removed from such container by the Importer, or by a jobber, distributor,
dealer, retailer, or other person, and offered for sale for use as (or used as) the
-container for other goods offered for sale, or repackaged and offered for sale in
the new package, such container or new package shall be marked in such manner
as to indicate to the ultimate purchaser in the United States the English name
of the country of origin of such article. This subsection shall not apply in cases
where the Secréfary of fhe Treasury finds that compliance with' the marking
requirements of this subsection would necessitate such substantinl changes in
customary trade practices as to cause undue hardship and, when the article
is repackaged, that the repackaging is otherwise than for the purpose of con-
cealing the origin of such article, Subsection (d) of this sectlion shall not apply
in respect of the marking requirements of this subsectlon unless the articles
are repackaged before release from customs custody.”

(d) Subsectlon (f) '(as relettered by subsection (¢) of this sectlon) of such
section 304 is amended by adding st the end thereof the following new sentences:
“Any - person who, with intent to conceal the country of origin of any article,
violates any provision of subsection (e) with respect to such article shall, upon
conviction, be fined not more than $5,000 or imprisonéd not more than one year,
or both, Where any container or package which {8 requiréd’té be marked fn
accordance with subsection (e) is not so marked, such container or package and
tha contents'of such-éontdiner or package shall be subject to selsure find forfelfrjre
under the customs laws except that;the dutles with' respect. to seizyres ,a%d
forfeitures under this subsection shall be performéd by such'officers, agents, or
other persong as may be authorized or deslgnated -for that' purpose by: the
Secretary of the Treasury.”

SE0. 2. The amendments made by the firat sectfon of this Act shall apply only
with respect to articles entered for consumption oy withdrawn from warehouse
for consumption on or after the sixtieth day followlng the date of the enactment
of this Act,

* passed the House of Representntives February 26, 1963,
i Attest: . : :

. Raten R, Rom-:in"ré, Clerk.

_ "' (HR. 2513, 88th Cong. Istseas] - . - .

AMENDMBNT Intended to be proposed by Mr. Joroax of Idaho to the bill (H.R.
2513) to amend the Tariff Act of 1830 to, require certain new packages of
imported articles to be marked to indlcate the conntry of origin, and for other
purposes, viz: At the end of the bil], insert the following new sectlon:

" 8ro. 3. Subdiviston (J) -of section 80(a)(8) of the Tariff Act of 1830, as
amended. (10 U.8.0. 1304 (2) (8)(J)), 18 amended to read as followa; . -
#(J) (1) Such article is of a class or kind with respect to which the Sec-
.. retary of the Treasury has given notice by publication in the weekly Treas-
© ury declsions within two years after July 1, 1637, that articles of such class
 or kind were imported in substantial quantities during the fiye-year period
{mmediately preceding January 1, 1837, and were not required during such
.. perlod to be marked to indicate their origin: Provided, That this subdivision
- . shall not apply after June 1, 1083, to sawed lumber and wood products.
. “(2) No trade agreement or other international agreement héretofore or
hereafter entered into by the United States shall be applied in & manner
- inconsistent with the requirements of this section.” . o
. The CiuarraaN. The Chair places in the record the followying de-
partment. reports: Department of Staté on both'the bill, H.R, 2513,
and the Jordan amendment pro thereto; Department, of Treas-
ury -on the bille H.R, 2513; U.S, Tariff'Commission on the Jordun
amendment, and the Bureau of the Budget on the bill, HL.R. 2518,
*('The reports referred té follow ) o o
DEPARTMENT OF STATE,
) .. . Maroh 20, 1968,
Hon. HArey F. BYRD, ]
Ohairman, Oommities on Finanoe, U.8, Senate. ) ‘ ,
- DEAR Me. OrAreMax : This report on H.R. 2518, a bill to amend the Tarift Act
inaleate the chuntey of origia, 65 fof GLher DUrposcs, 1s SURLIOA I Tesponse
cate the country of and for other purposcs, is su n Yesponse
to your letter of March 1, 1068,
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This bill affects all v?orted articles which the Hecrelary of the Treasury does
not require to be individually marked as to the couniry of origin.:  Tke bill
provides that if such articles are removed from the origindl containers [it any)
for repackaging, the new package must be marl.ed with the name of the country
of origin of such article. This obligation 18 placed upon whoover does the re-

ilng& whether it be the importer, jobber, distributor, dealer, retailer, or
other hefidler of the merchaiidise. Any articles offered for sale in violation of
this marketing requirement would be subject to selzure and forfelture. In addl-
tion, any person who violated the provisions of this proposed legislation would
be aubject to & fine of not more than $5,000 or imprisonment for not more than 1
year or both. The marketing requirement would not apply in cases where the
Secretary of the Treasury finds 1t would cause “undue hardsbip” due to the'
necessity tochange customary trade practices. ' - i

‘'We belleve that the principal effect of this’ Teglelation ‘wotld’ be to restrict
imports. Additional requirements, even when not spedﬂcally deeigned to dls-
courage imports, aré likely to have that effect.  :: B

The reduction of barrlers and hindrances to trade {8 a major foreign ecouomie
policy-objective of the United States. " Attainment of this objective is especially
important in view 6f our present vigorous éffort to éxpand our commerclal ex-
ports. Action on our part that has a restrictive effect on exports of other coun-
tries to the United States 18 inconsistent with our stated objective and could
readllg eonstitute the bnsis for simllarly restrictivo aotlon on’ the part ot other'
countties,

Furthermore, countries—both industrialized and less developedw-wblch éxport
commodities to the Unitéd States regard our actions in tiade matters as concrete
evldence of the sincerity of our professions of belief In the benefits inherent in a
liberal trade polley. -The less developed countries, some of which may very well
be affécted by this bill, are also likely to view our actions in trade matters as con-
m'e;e gldence of the sincerity of our professions of friendship and desire-to
ass st them,

~"The United States has pursued lta objective of reduelng barrlers and hlndrances
to trade through bilaterial consultations and in'the muitilateral forum of the
General Agreement on Tariffs and Trade (GATT), in which the United States has
taken a leading part. The countries which adhere to the GATT, among them
the principal trading natfons of the world, have recognxzed that burdensome mark-
ing requirements should be reduced £60 4 minimun. .

In addition, it is ‘our understandlng that the bill woutd unnecessarlly exbend
the Treasury Deépartment, In' carrying out the customs function, into new areas
by requiring-it to tollow foods after they have entered the streani of ‘domestle
commerc¢e and to act against handleré of merchandise’ who:are not importers.
That Department would be required to determine the nature of customary trade
practices and the possibility 6f undue hardship in a field outside its normal com-
petence. - Aslde from the unnecessary.additional expr:nse, the new responsibilities
would be most difficult for the Treasury Department to administer, . . -

Furthermore, compliance with the provisions of the bill wonld be burdensome
tor dealers and handlers of imported articles. Its endctment would result-in
additional harassment for small business, since forelgn goods are extenslve%y
handled by small retail and distributing firms.

The burdens which the blll would impose are unnecessary since proceduree
now exlist that offer -relief in justifiable cases. Repackaging with the intent to
conceal the origin of goods would be subject to &)enalty under paragraph (e) of
section 804 of the Tariff Act of 1030, which provides that any person who defaces,
destroys, removes, alters, covers, obscures. or obliterates any mark of origin with
the intent t6 conceal the country of origin shall-be fined not more than $5,000
or imprisoned for not more than 1 year, or.both. In addition, the Federal Trade
Commission now has authority to proceed against. deceptlve or unfair practlces in
commerce, including fatlure to'disclose the origin of imported goods. . .

It the objectlve of HR. 2518 {8 to protect domestic programs. or producero
from import compeétition, procedures now exist that offer relief or.asslstance {n
Justifiable cases. ‘These include action under section 22 of .the Agricultral Ad-
i\é%tzment Act, and the _escape-clause provistona of the Trade Expansion Act of

- The Department is, therefore, opposed to the enactment of H.R 2518 because
it would impede the attainment of the forelgn economic poiigy, objective cited
above, is inconsistent with that objective, and could well have unfortunate
political ramifications,



4 MARKING OF IMPORTED ARTICLES

- [V ST TP A DA T T SR I S T ..VL.';.‘-H ity
:The Bureay of the Bugdget advises {Bay from ihe §M§Dgint of, the adnithis:
tration’s program there is no objection to the submission of this report,
Sincerely yours, P R TR
. Freoerl6k (. DUTTON; ., .
., .  Assisfant Reoretary . -
(¥or the Secretary of State).

DFPARTMENT OF STATE,
T P Maroh 20, 1963.
Hov. HLR8Y F. By,
U's, g'e’lﬁv;ew‘r“h ‘x" 4 - S i % .
Dear Ma. OHAIRMAN: Reference {8 made. (o yfng communication,of March 5,
1963; {nviting the ylews and recommendgtions j;  the Department of Stats on-an
amendment. to H.R. 2518, to amend the Tarift Act of 1830 to require certafn new
packages of {mported articles to be marked to indicate the country of origin, and
for other puprposes. ... . - . .-- Coal e e e

The effect. of the proposed amendment would be tg; remoye the authority to
except certain lumber articles from marking under sectlon 304(a) (8) (J) of the
Tarift Act of 1930, as amended, ... U T DO
:.For many.years.prior.to September 1, 1938, it was not the practice, of the
U.8. Government.to require that the country of origin be marked on individual
pleces of lumber, the Treasury Department having considered that the Tariff
Act of 1930 watranted the making of an exception, in the case of lumber, to
the general rule of niarking of .origin, In the customns administrative of 1938
the Congress authorizeG the Secretary of the Treasury to exempt from. markiug
réquirements any artiele which for the previous 5 years has been imported in
substantial volume without marking. .The act specifica)ly ‘provided, however,
that the exemptibn should not- apply artier. September 1, 1938, to “sawed lumber
and timbers, telephone, trolley, electric-light, and telegraph poles of wood and
bundled of: shingles” unless the President suspended the effectiveness of this
proviso in order to carry out a trade agreement entered into under the Trade
AgreemenwA.ctoflmt . ol L 3 Tl - ' ' '
. -In providing the Président with such authority, the Congress took into account
the negotiations . which resulted in the trade agreement with Canada figneq on
November 17, 1038, by means of which the United States squght to bring ahout
4n expanilon of Ameri¢an trdde with that country.: In article IX of the 10638
trade sigreement, the United States exempted imports of sawed lumber and other
specified lamber products from any requirement as to marks of origin in return
for concessions grantéd by Candda of substantial benefit to U.S. exports. The
exemption was subsequently spécifically continued in .schedule XX (United
States) of the Geheral Agreement oh Tariffs and Trade, ) : .

Thé exemption which the legislation. proposes to terminate represents a
longstanding interndtional commitment 6f the United States and a commitment
entered Intd under authority expressly granted to the President by .the.Congress
for the purbose of obtaining tariff concesslons of benefit to the United States.
The exemption, nioreover, continuéd a practice that hdd been in existence for
many years prior to 1938. Any impairmént of that undertaking in GATT
would be likely to necessitate an adjustinént to restort reciprocity in the ex-
chatge ¢f tfhde agreemert coribessions with the affected country in one of two
way8: (1). The payment by the United Statés of compensdtion in the form of
tariff decrénses on other préducts, thereby condutiifng tarift bargalning authority
which conld otHerwise be used td open up new export opportunities for American
productssor: (2) the lmpositich by :'thé- affected country of retallatory tariff
frerchises thereby diminlshing existing Americdn export sales:in-that market. .
- "It h&s beett noted that the Tarift Commission recently.held that the withdrawal
of the country:df-orlgin marking requireihent cofild not beiregdrded as a trade
agreeent concession: within the meaning of section 801(b) of thé Trade Ex-
panefon Act. “As ndted 11 tlie foregoing, howevér, the United States concbssion
to'CAntda Is & legal commitment entered into ih 1938-under the:autlhiosity of
the’ Clustoing Administrative Act of 1938 and included in' a‘ trede agreement
under the authority of the Trade Agreements Act of 1834. Accordingly .the
United:Sthtes {8 hot entitled to withdraw the concéssion from the trade agree-

inent tnitaterally.
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The amount of lumher tyade with Canada for which mgrking would be required
by the proposed legislation is substantfal, having beeila%alued at approximately
$285 milllon in 1961. This was roughly 8 percent of total Canadian exports
to the United States, which were valued at $3.3 billion. Total United States
exports to Ctnada in 1061 on the other hand amounted to $3.6 billion, indieating
that th¢ United States has benéfited signiﬂcanuy from the tariff concessions
exchangéd with Canada beginning in 193

For the foregoing reasons the Department of State is opposed to the proposed
changes in. our historic practice as regards marking requirements for lumber
imports. It therefoi‘e recommends agalinst thé foregoing propoged amendment
;g HR. ?513.t 'I;hg epartment in'a separate report has recommeuded against

e enactment of

The Bureau of the Bud get g ﬁises us that, from the stindpojnt éf thé’ad:
ministration’s program,’ there 18" Yo ‘0bjection to’ ‘the préfentqtion of this report
for the consjderation of the Congress.

Sincérely yours,
annzmox ¢. Dprro
"Adsistant B'ecrétaru
. (For the Secretary of State|

THE GENEBAL COUNSEL: OF . THR TREASURY,; . -
i Washington, D.C., March 8, ‘1968,
Hon. Harry F. Byrp,
Ohairman, Commitied on Flnanoe.
Us. Senate, Waahmyton DO .

D MR. CHAIRMAN: Reterenc& 18 mAde to your request -for the yiews of
this epat'fment oi} H,R. 2518, to amend the Tariff Aét of 1930 tﬁa ‘Yequire ceértain
new packages of mﬁor artlclee to be md\'ked to iudiea
origin, and tor othgir phi

the country ot

se o

The proposed léegisiationt’ would aniend éectlon 304 of ‘the ’l‘aﬂt! Act of’ii)BO
as amended (19 U.8.Q. 1304), to provide {n'mbstance that when aitlcles, mpotted
in containers required to be marked with thé country of origin, #re repackaged
for sale in the United States, the n?w "¢ontainer shall be- marked ‘with the
éountty of origih of thé contents. new réqilrement would apply whether
the répackaging 18 done by ‘thé importer or dther person who atquires the goods

ggh sale or other transaction after importafion or releasé:from ‘cuistoms
cﬁst The 'bill would alsé require that the lmported contaiiers be marked
with wOrding ‘to the effect that -any persons who' repackage’ the article must
mark the new package with the country of origin, subject to penalties of law. -

The effective administratién and entokcement of the:provisions of this bill
by theé customs service would be’extremely” difficult, and, thereforé, ‘the Depart-
ment is opposed to the enactment of the bill. The actlvity. which the bill sceks
to control would not take place until after the imported article has been released
b¥ the customs service in the normal course of business and all physical ¢ontrot
by ‘castoms has ¢edsed. 'The {dent{fication of a repackaged article as an imported
article, bearing 'in mind that it-would Probably have'no characteristics to
distinguish-it from a similaf domestio a¥ticle, would involve an extremely diffi«
cult fnvestigative probléem in'cases where alleged - violations were réported to
customs. Such investigations would considerably increase thé ddties and res
sponsibilities of the customs service beyond the present ﬂeid ot acwrities which
it is equipped to handle. "

The bill would also-provide’'an exceptlon from lta mhrklng requiremént in
cases where the Becretary'of the Treasury finds'that compliance. with the act
would necessitate such substantial ¢hanges fn customary.trade practices as to
cause undu¢ hardship and that repackaging of the article in guestion is otherwise
than for the purpose of condealihg the origin of such article. - The function of
making such findings, which relats to matters of domestic ttade, is outside the
%oeimal fanctlons and:¢omgpetence of the Bureau of Customs And. the ‘Treasury

partment.

- The Department has beca advised-by the Bureaw of the Budget:that there is
nb ‘objection’ from the.standpoint of :the administrations program :to. !he sub:
missica of this réport to your committees -

Sincerely yours, st e o
G. D.'A“'DSWS, Beuy, GW Counssl.
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v. S TARIFF COMMISSION, WASHINGTON
MARCH 20, 1963.

Mr.nommpuu ON 8. 057, 88TH CONGRESS, A B, To AMEND THE 'TARIFF AcCT OF
1930 To REQUIRE THE MARKING OF LUMBER AND Woop PrODUOTS TO INDICATE
T0 THE ULTIMATE PURCHASER IN THE UNITED STATES THE NAME OF THE COUNTRY
OF ORICIN

Séction e?j (a) of the Tarlﬂ Act of 1030 provldes generally for the marklng
of import grticles in such manner as to indleate to an ultimate purchaser in
the Unitéd States thé English name 6f the country of origin of the article. Para-
graph- (8) of section 304(a) is a list of exceptions from marking. which the
Secretary- of the asury 18 authorized to make by regulation. Suhdivision
{J) describes one 6f these exceptions.

The bill would amend subdivision (J). This subdivision, as it reads at the
present time and as it would read as proposed to Le amended (lahguage that
;7(‘);11(1 be dele enclosed in black brackets; new language ftalicized) is as
ollows;

"(J) (!) Such article 18 of a class or kind with respect to which the Secretary
of the Treasury has given notice by publication in the weekly Treasury De-
clslons within two years:-after July 1, 1037, that articles of such class or kind
were imported in substantial quantities during the five-year period immedlately
preceding January 1, 1037, and were not required during such period to be
marked to indicate their origin: Provided, That this subdivision [(J)] shall
not apply after [September 1, 1038] June 1, 1968, to sawed Jumber and [timbers,
telephone, trolley, electrlc-llght, and telegraph poles of wood, and bundles of
shingles] 1000d products. [; but the President s authorized to suspend the
effectiveness of this proviso if he finds such actlon required to carry out any
tradée agreement entered into under the authority of the act of June 12, 1934
(U.8.0,, 1934 edition, title 19, secs. 1351-1354); a8 extended; or]

“(2) No trade agreement or other-international ameemenl herctofore or
hereafter entered into by the United States shall be applied in a manncr in-
consistent with the requirements of this section.” .

- Subdlvision (J) first appeared in section 304 of- the Tarm' Act of 1030 as e
result of a revision of the section by section 3 of the Customs Administrative
Act 'of 1938 - (Public 721, 75th Cong., approved June 25, 1038).

In the bill (FL.R. 8099 76th Cong.) as passed by the House, subdiviston (J )
consisted of the above-quoted provisions up to the provigo. . The Senate Finance
Committee reported the bill out with amendments, one of which was the addition
to the House version of subdivision (J) of a proviso reading: “Provided, That
this, subdivision (J) shall not apply to sawed lumber and thinbers, telephone,
trolley, electric-light, and telegraph poles of wood, and bundles of shingles.”
(8. Rept. 1465, 756th Cong., 3d sess., p. 2.) ‘This amendment was added pre-
sumably -as a result of.the testimony. before & subcommittee of the Senate
Finance Committee by the Honorable John M, Coffee, Representative from the
State of Washington, who objected to the perpetuation of the Treasury's *fail-
ure” to enforce the marking statute with respect to lumber fmports from Canada.
He strongly urged that an exception to the proviso wlth respect to lumber be
added to the bill?

The Senate passed the blll with the committee amendments, nnd the bill went
to conference. The only amendment on which the conferees fafled to agree was
the above-mentioned Senate amendment to subdivision (J). In the debate in
the House on agreement to the conference report, Representative McCormack
of Massachusetts moved that the House recede and concur in the Senate amend-
ment with-an amendment that would add to the proviso. the matter that follows
the semicolon (see above-quoted provisions of subdivision (J)).

-At the time of.the consideration of: the legislation, trade-ngreement negotla-
tions with Canada were in progress. - Representative- Mott, of Oregon, atter
referring to Representative McCormack’s amendment, stated:

“[The amendment] provides, as I understand it, that in the event a - foreign
trade agreément .should be in process of negotiation that it would be possible
to walve this provision if that should become necessary., So far a3 I can see,

3 Heatlngs before' & sibeommittes of thé Committes on Finance, U.8. Se 75th
84 sess. 8‘H R. 5009, an act to amend certain administrative provisions %f‘&e Tart
of 1930, nnd for other purposes, pp. 74-17.
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there Is no probabllity of any forelgn trade agreement being entered into which
would specifically provide that fmported articles should not be marked with the
name of the country of orlgin.”” (83d Congressional Record, p. 9087.)
Representative Mott’s prophecy that such a commitment would not be in-
cluded in a trade agreement proved erroneous. In the trade agreement with
Oanada signed November 17, 1938, article IX read as follows: -, . _
“Sawed lumber and timbers, telephone, trolley, electric-light, and telegraph
poles of wood, and bundles of shingles, the growth, produce, or manufacture of
Canagda, imported into the, United States of America, shall. not be required to.
be marked fo {ndicate thelr origin {n any case where. thé Imported arti¢le s of -the
same class or kind as articles which were imported inito. the, United Stdtes of
Amerlea in substantial quantities during the five-year period immediately pre-
ceding January 1, 1937, and were not requited during such period té be marked
to Indicate thelr origin.”. . |, . .o ) C g e
The subject bill would, in effect, change the proviso to subtiivls!?ln (J) toread:
“Provided, That this subdivision shall not apply after. June 1, 1083, to sawed
lumt<r and woo products,” ‘ - oL . L
Accordingly, after June 1, 1963, sawed lumber and wood products would be
required to be marked to indleate the country of origin. The 1038 trade agree-
ment with Canada was suspended when Canada became a contracting party to
the General Agreement on Tariffs and Trade (GATT) on January 1, 1948.
However, the U.S. schedule of concessfons annexed to that agreement (schedule
XX, Geneva, 1947) included a note to item 401 reading: “Sawed.lumber and
sawed timbers however provided for in the Tariff Act of 1830, shall not be re-,
quired to be marked to indlcate the country of origin.”, Simharly, ftem 1760 of
schedule XX included a note reading: ‘.‘BundleS'otfsmngles,'otfler‘th'an ‘réd-
cedar shingles, shall not be required to be marked to indicate the country of
origin,” and itém 1804 of schedule XX included a note reading: “Telephone,
trolley, electric-light, and telegraph poles of wood shall ‘not he required to be
marked to indicate the country of origin.” There was no renewal of the tariff
concession on red-cedar shingles and thus no provision in the GATT regarding
marking of such shingles was included. - I L T
In accordance with the foregoing GATT notes, the President, in his proclama-
tion to carry out the GATT, included the following recital: . o
s ¢ ¢ Whereas (11) I find that the suspension of .the effectiveness of the
proviso to subdivision (J) of section 304(a)(3) of the Tariff Act of 1930, as
amended, s required, except with respect to bundles of red-cedar shiugles, to
carry out gaid trade agreement;”. . - : o I .
and the following proclaiming Janguage: ~* + - - R Co
“And I do further proclaim that, on and aftér January 1, 1048; the effective-
ness of sald proviso to subdivision (J) of section 304(a) (3) of the Tarll¥ Act of
1030, as aniended, shall bé suspended, except with respect to bundles of red-cedar
shingles.”t” (Proclamation No. 2761A of Dee. 16,:1047; 61 Stat. 1103). ,
.. X¢ 18 accordingly. gpparpn‘t at the application 6f the proposed néw proviso to
section 304(a) (3) (J) of the Tarift Act of 1030 would be Inconsistent with Inter-
national obligations of the United States. The proposed new paragrapk (2) of
subdivision (J); which reads: “No trade agreement or other international dgree-
ment -heretofore or hereafter entered into by the Unifed States shall be applied
in & manner Inconsistent with the requirements of this section,” recognizes this.
Exceptlon from marking authorized by section 304(a) (3) (J) .wvas adopted in
order to permit the continued exception from marking which under- customs
administrative practice had been established over a relatively long perlod. Under
this authority, the Secretary of the Treasury listed over.80 articles or classes
of articles which were historically excepted from markl% and swhich had been
imported .in substantlal quantities during the §-year, period fmmediately preced-
ing January 1, 1937. . In addition.to sawed lumber and sawed timbers aud other
wood products specified 1n the proviso to subdivision (J) (excluding bundies: of
red-cedar shingles), the list includes a- number of other wood products such as
laths, pulpwood, Christmas trees, wood plckets, wood fence. posts, barrel:staves
of wood, wood railroad ties, wooden dowels, and barrel hoops of wood., The
list also includes a'number of general categories such as “articles entered in good
faith as antiques and rejected as unauthentic! which no doubt tnclude many
articles made of wood, such as furniture. It is thus apparent that the proposed
amendment will operate to reduce substantially the number of articles that now
fall within the exception of subdivision (J).
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DxecUuTIVE OFFICE OF THE PRESIDENT,
: BUREAU OF THE BUDGET,
R * Washingtion, D.O., Maroh 20, 1868.
Hon. HaARRY F.‘ng.o,"» . o C : : '
Ohatrman, Oommitide on Financo, o
U.8. Senate, Washington, D.C. < co

DeAr M. OrAmMAN: This will dcknowledge your letter of March 1, 1963,
requesting the views of the Bureay of the Budget regarding H.R. 2513, to amend’
the Tariff Act of 1930 to _r%lre certdin new packageés of {mported articles to be
nsarked (o indicate t&e country of origin, and for other purposes.

We concur with ti gLDe_partmgp%_‘ State, the Treasiry, and Commerce in
opposing endctment of H.R, 2518, Thé bill Would iniposé an yndesirable burden
on American distributors of goods of forelgn origin and {ts enactment would
result in & considergble increase in the cost of customs gdministration. -

New aythority to proteét consumers from deception as to the origin of goods
doés ot appear necessary since the Federal Trade Commlission Is already author-
fzed to act in cases where the absence of marking constitutes such a decéption,

Sincerely yours, .
' PrIcLP 8, HUGHES,
Assistant Director for Legislative Reference.

. The Cuaruan. I also place in the record a letter from Representa-
tive George F. Senner, Jr., of the Third District of Arizona, in support
of the amendment préposed by Senator Len B: Jordan.

(The letter reforred to follows:) . ‘ :

e . YJousE oF REPRESENTATIVES,
. . s Washington, D.C., March 20, 1963.
Senator Harry Flood Byrd,. C T N
Qhairman, Commitice op Finange; -
U.8. Senato, Waashington, D.O. . = ., L R .

DEAR CHAIRMAN BYRD: A large number of: my constituents Interested in cur-
rent legislation regarding the important lumber industry have asked that I appear
before your committee. : Because of a. previous commitment I _am unable to
appear in person-and I am therefore taking this means of adding my volce in
support of the amendment being offered by Senator Len B. Jordan requiring
that lumber imports be marked by country of origin. Such an amendment would
permit buyers to readily recognize the product they are buying and I feel such
amendment would work no hardship on the forelgn producers. Hence, I would
be mossftgmwlf;“ if the record would show my support of this amendment. .

ncere . L Lo ] . )
. .4 . ... . Greomor F. SENNER, Jr.

The C}:Aihim'afﬁ,‘?I"aléd‘gliade*in'the record a letter from Frederick
G, Dutton, Assistant Secretary of State, transmitting an aide memoire
of the Canadian Embgssy,. ~ . .~ .- - - . : , :

(The letter referred to follows:) - : S

) - o -7+« DEPABTMENT OF STATE, .
g . : Washington, March 21, 1963.
Hon. Harry F. BYRD, : ' ’ .
Ohkafrman, Oommiiteo on Finance, - : - : .

U.8. Senato. - R ; . o

DeAr Mg, CitatRMAN: The Department 6f State recelved from’'theé Embassy of
Canada op March 10 #n aldé memoire commenting upon the ptopoded legislation
(H.R. 2518) now under consideration by the Committee on Finance regarding
marks of orfgin bui certain importe,? goods‘or their containers. -~ - ¢

Two ¢doplég of the alde memoiréd are encloséd forf the informatlon of the
committee. & - o

Sincerely yours, i ) o
‘ Tt Freorirox @. DurroN, -
i Assistant Bedretaiy.



MARKING OF IMPORTED ARTICLES 9

AIDE MEMOIRE

Reference 1s made to the various marking bills which have been introduced
into the ¢urrent Congress including H.R. 2518 which has been passed by the
House. These bills would amend the Tariff Act of 1930 with respect to the mark-
ing of certain imported goods or their containers.

1t 18 understood that the purpose of H.R. 2518 is to require that where imported
articles are excepted from the requirements of marking,

(a) the immediate container must be marked not only with the country of
origin, but also with a further warning of some length concerning marking
requirements should the contents be repackaged, and

(b) any person who repackaged the goods must mark the new packages to
show the country of origin, subject to penalties of fines, prison sentence or for-
feiture of the goods for noncompliance.

(c¢) When such articles are used as containers for other goods offered for sale,
such containers must be marked to show thé country of origin of the containers.

Any legislation along these lines would seriously endanger many Canadian
exports to the United States, specifically trade in goods which are normally
shipped in bulk for repackaging in the United States. Shipment of such goods
in bulk 18 normal commercial practice and i1s motivated by a desire to minimize
transportation and other costs, rather than any attempt to evade United States
marking requirements. It is difficult to enumerate individual products in which
trade would be jeopardized by the proposed legislation. With total exports from
Canada to the United SBtates of approximately $3.8 billion in 1962, however, it is
appatent that many industries could be affected in which it {8 common practice
for United States importers, distributors, and retailers to comingle both domesttc
and imported merchandise.

For example, there i8 an important seasonal trade between Canada and the
United States in agricultural products which would be adversely affected. Such
products include eggs, meat, and meat products, forage and grass seeds, feed-
stuffs, fresh fruits and vegetables.

1t 15 also pointed out that the marking burden which these bills would impose
on trade with the United States would be in conflict with obligations assumed Ly
the United States under paragraph 2, article IX of the Geheral Agreement on
Tarifts and Trade. Adoption of such regulations would set dangerous precedents
in tnternational trade, with possible serlous repercussions for United States
exports to other countries. e y )

n addition, an amendment has been added t6o H.R. 2513 which would require
the marking of country of origin on imported lumber. Such & reqairement would
yiot only run counter to Article IX of the GATT but {vould conflict with long-
standing contractual undertakings of the United States to Canada whereby
lumber is exempted from marks of origin requirements. - Exports of lumber are
a-major factor of Canada’s traditional trade with the United States and the

.Canadian authorities would consider such marking requirements as having

sérfous restri¢tive implications for this trade.

It i3 urged that United States authoritleés enstire these or similar marking
measurés will not be adopted.

CANADIAN Busassy,
' Washington, D.0., March 19, 1963. A .
__‘The CirArpan. The first witness is the Assistant Secretary of the
Treasury, the Honorable James A, Reed. .

Mr. Reed, will you have a seat, please, sir.

TREASURY . . .
“Mr. Reeo, Mr. Chairman and members of 'the committes, I am

| STATEMENT OF YAMES A, REED, ASSISTANT SECRETARY OF THE

2513‘ ‘e N H ol . :
or g proposed. amendment’ which' is identical

Thappy, to have this ﬂigzortunjty of expressing the views of the Treas-

:

ury Department,on
rizl R-p25‘13‘-—9‘xoe t

'wit‘h; S. 924—would provide that when articlés ars fiported in con-
 tainers which are required by-present lav to be marked with the nime

.of the country of origin and such articles are repackéd in’other ‘con-
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tainers, those containers must be'marked with the name of the same

-country, Tlte obligation to mark the new.container would fall on'the

“vepickager regrirdless of whiéther he is'the:lmportor, distributor, re-
tailei!, 01" any’ 6ther handler of the merchandise, ' Repnckaged articles
in containers not so marked would be subzéclt' to'seizurs mid’ forfeiture.
"T'his requirenient could be waived only where it was found that failure
to %r:(nt. a waiver would involye such substantial chunges in customary
trade practices fis to cause undue havdship,~ =~ -+~ . - '

. These provisions of ILR, 2513 are substantinlly siniilitx to tho provi-
sions of H.R. 5054 of the 86th Congress which was vetoed by President
lisenhower on September §, 1960. In -his veto messnge, President

‘Lisenhower stated in part that: ‘ ' :

. HLR. 5034 runs counter to one of our major forelgn policy objectives—the re-
ductlon of unnecessary barrlers and hindrances to trade.  The buedens the bIl
would impose are ulnecessary because the Federal Trade Commission requires
the disclosure of the foreign origin of repackaged imported articles when it is in
the public interest to do so. : : ‘

The United States and othier principal trading nntions of the world have recog-
nized that burdensonio marking requiremncnts can bo a hindrance to trade. and
have agreed to the principle that such hindrances shoulit' be reduced to a mint-
-mum.  H.R. 50534 might well result in successive donestic handlers requiring
-written assurances of proper marking in order to avold the severe penalty of
selzure and forfeiture. The cost and the complications invelved fn such cum-
bersome paperwork would tend to discourage such imports. Moreover, this
measure could prove ultlmately damaging to our.export-expangion . efforts,. for
-needlessly restrictive actlon on our part could readily Jead to simllarly restrle-
tive nction by other countries ugginst Amerlean goods, ... .

" The Treisury Department fully endorses the views which were
stated in the veto message written in 1060. As President Kennedy
said at the time of the signing of the Trade Expansion Act on October
‘11, 1062, the best ]l)’rotocti()n possible for otir economy i3 a mutual
Jowering of tariff barriers .among friendly nations so that all may
:henefit from a free flow of goods, . =~ S

- This purpose would be compromised if the.United States were to
resort to-indirect methods—such as unnecessary marking -require-

‘ments—for restrictioiis of imports. , ‘
In addition to the objections to the bill which are based on policy
considerations it should be noted that enactment of this bill would
‘present very serious, perliaps iiisuperablo, administrative difficulties.
The pattern of taviff administration is that the Burean of Customs
»orforms its services and fulfills its basic functions at thé ports of entry.
_Under the present customs mavking laws the issue of proper marking
can be controlled at the ?o;rts of entry at the time when the imported
merchandisd enters the United States, =~
Under H.R, 2513, however, the nd.numstern}g‘qgency awould be re-
-quired to.police the .operations of jobbers, distributors, deslers, re-
" taile i\nxo other persons scattered throughout ‘the 50 Statés of the
Unit‘:a States to insure that they do not engage in activities which are
“prohibited by the bill.. 5 e
“The Buieau of Customs, which is the agéney within the Treasury
Do )arhneiit'al|‘\;'{¢d'with“ﬂie enforcemeént of tariff laws, is’?grtioll-
larly ill equipped to perform a function which- wml!?‘rgqu,m sar-
“veillgnee of operations thioughout the interior of the United States,
_possibly i oveiry eitynadtown, o oo
The DBureau of Custoing’ does not hdve ﬂm?‘ge‘of ‘organization
" which would 1énd itself to thie job whicli IT.R. 2513 contemplates nov
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does it have persounel or funds to assign to the establishment or ad-
ministrative machinery of the type the bill would appear to call for.
-1t should be noted that the bill recognizes that compliance with the
marking requiremenits which it would impose nthtﬂnpcessitate sub-
?tama! changes in customary trade practices such as to cause undué
wnrdship, S
In ox-(‘)er to avoid this, the bill, as drafted, would impose upon the
Secretary of the Treasury the function of granting waivers in the
presence of undue hardship. . The funotion of determining what are
or: are not customary business practices among all of the jobbers, dis-
tributors, dealers, and retailers of the multitude of imported products
which are brouﬁ it into the United States annually i something en-
irely outside,the competence of the ‘I'reasury, Departnent and well
i')ond thqbcopeotanyoflgqex_lstixtgfupqtio R
Presumably,. the .determination of, hardghip- in individual cases
would depend upon the taking of testimony, the ,llem'h‘xf of evidence,
the ascertainment of customary business practices, and the deternnjig-
tion of what degree of hardship go‘n,sti‘tutes‘undue;lxa_rdshi + yThe bil
cstablishes no guidelines whatsoever which would lielp on this Inst and
most important point,. I R T
The Treasury Departntent must advise you'that it has no back-
ground or experience which would aid it in performing tho task of
muking these hardship determinations, . . e
In commenting on a similar bill to the last Con%;gssz the Treasury
Department suggested ‘that this aspect of the tas imght better be
performed by the Federal Trade Conmnission.: While we canuot,
of comse, state that the Federal Trade Commission could do the job
which the bill imposes, we must state that it is not an appropriate
function for the Treasury Degg:tment._ T Y
-An amendinent has also.been offered to 1;11‘125 2518 which, :iwopigi
incorporate therein the provisions of S. 924. This amendment would
eliminate present exemptions which exist in the marking law. with
respect to the marking of imported lumber and wood, pioduicts, .
So far as we.are aware, there is 10 reason to believe.that the basic
purpose of section 304; namely, to prevent deception to American con-
sumers, is in any sense being frustrated by the presently existing
marking exemptions which apply to lumber and wood products. - The
establishment of marking requirements as an indirect barrier. to, im-
portations into the United Sta_tgs is; in ‘our, opinion, not. justified .and
wollld run contrary to the policy both of the:present adminijstiation
and ifspredecessor, C ' I
In addition, it is my understandjng that gzne I)e})‘tzx'tmqu't,:of State
has submitted s written report to this committee which indicates that
enactment of the amendment would cause the United States to violate
an outstanding international commitment.” ..~ ., . R
. T'he State Department has pointed oitt that any impnirment of our
present cominitment would be likely to necessitate an adjustment, to
restore reg&proclty in; the .9xc]mngq- of trude agregment concessions
with the affected country in one of two ways, either by— e
the payinent by the United’ Statea of compensation in’the form:of tarift de-
credges onl other products, thereby consuming tarift bargainiug authority :which
(-mul‘d ?lherwlse be nxed to open up new export opportunities, for. Awmeriean
products— : . B e

or by—

z : P . E
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thé tinpbsition by’ tlie affected, copintry-of -retaliatory tavift in¢reases, thereby
dimiaishing: ex!gunng_xhérxcan‘ex,po;(‘salFs‘ gn.thatmarket. e
“For #1}'0f the' forégoing: réagons, thé Treasury Departinént.is op-
posed to' HiR.'251 ,’ln‘cluﬁimhs?p oposed: ameyndment'to that;"b}!l
whith wédlddheorporate S, 924 theeir, ¢ i s v vt i
_Thank you, Mr. Chairman, . - -
The CHATRUAN! THank yo very much, Mr Seerbtary. -
. 'A‘py‘qumiollsg : "n :‘:‘\'“" !r . .!"—1-. s o ..5 ‘u.i' ' DR R
o Sefhthr Amﬁsoy Well, thots was a ayiﬂﬁ' about the 'guard- dies
bu,‘i\b%r garfenders.. TH samd people’are still 1it'the Stats'Depait-
mient whé siggested to  President’ fsenhiower! the: veto ‘message 6t
1960’1 oﬁ]dmum&‘. ;‘ ro & Ceorit Toe R
" 'Wotildn't you donclude, if this bill firally Qid struggle’ its. way
through Congress, that ths President, it view of what hie' has asked for
in the way of ‘tréatitd with : othér tounti]es, would have té veto it
alimiost? I'am rot 'asking’you to éomimit him but wouldn't the same

; ‘a 1 R : . - .o,
ﬁrmﬁf& } would think-the samie réasons would apply; Senator,
but I am not'sure éxactly what he would'do, - - -~ -

. Sepator ANpErsoN. Do you know of anything that hds improved
th(‘;?;ét'ﬁr’e ‘fro&h‘i;hgtithé the Presidént vétoed the other bill in 1060%
' Mr, Redp, N6 I'wouldsaynot. - N -

Senator AnpErsoN. Do you know of any police force that the cus-
toirs" department hds'to rin around td tty to put stamiis on packages
and matehes and everything elss niads in foreign countries?

- My, Reep, I know weé don’t havé the personnel, sir. I '
' Senator ANperson. All'T am trying to get'ut is we sort of would
be wasting our tithe in  worrying about this bill under the circum-
stances because of the impression I had.. I will ask you the question:
THis bill was vetoed by ‘Président Eisénhower in 1960 for reasons
Wwhich %ppear 'the to be quits convinelhg. -

“ Mr.Reeb, Yé§,8ir, ' - L B

. Seniator ANbpErgoN, Sincé that timé'have-we: passed the Tradé
Agrecthénts Act that gave iis ah even moré liberal policy; ‘which
would bb etill more <wn,i;tvened by this bill thah the formef bill? -

Mr.Regp, Tthinksgnbw, =~ " o0 o
Senator Anbritsofy, T othisr words, this is & wotse bill than it was
befo‘;‘éﬁﬁssag‘edftheit;\aaebin?f R S
" Mr. Reep, It i the Haing bill, but it has less réason for enactment.
2 %ﬁét{ét%ﬁbmbm"'l‘h&t {8 a botter wayof putting it. _
' The CHATMAN. Any furtherquestions$ - -~~~ - ' -
" Senator Corrts. At ths Presont time, the law provided you cdt send
8 %lft iackage of less valtis than $10 without duty; ish't that trué? -
: Ir%m That isright, sie, -~ T st
* Sehatot Curtts., Now, you’hhﬁév‘riqz'pglé%p foroe iif’that connection
'th deteymineif the valie was $116r 1260885~ -

~Mr. Reen, Thit is'cottest, " We have it ih' this sense, it comes in
through the post offied, of ¢birse, '+ - oot T
- Senator Curris, 'If this bill were enacted, instead of havmg inspec-
tord in 50 States, it would bo'ériforced by competitors who felt they
‘were hiirt by it making i comfl)laint; wouldn’tit? =

Mr. Reep. I think that would certainly be one way.
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" Senator Coitis. And that would give it the reasonable’enforce:

ment it mxght need, afid I have not éompleted m§ spudy on this: pro-
fim{nded abont it} but cortaiiily 1 do not becept. thio

cdncluéloh to 1‘équ1re a o8 (o ow where ‘ths article came from
1s ngtd quire the | ith
: 1% Ally Mr, Chmina

The ClIAIRMAN Anir1 further questions?
* - Thankyou Vet'y fritich, M Reéd.

Mt Rﬁ:r.d Thanlilyou %:{ mMuth; My; Chamhun

7 Thd' CtiAtityan, The 1id “Nvitnesd I8 the ‘Assistant Ditecto¥ of the
Bumu of Intematiqnal Commérce, thb Commeroe Deapartment,
Clarejice 1. Blau.’ ‘

Mt Blmf, will Lyou taki'a geat, sh', and pmceed

STATEHENT OF CLARENCE' I BLAU, ASSISTANT :DIRECTOR, BU-
‘ ﬁﬁéx ngm m'l‘EﬁNA‘l'IONAL GOHHEBCE, "U’s DEPA}TMENT OF

. Mr. Brav, Mr. Chalrman I ap reclate this ;;‘ormm to ax(ilpear
‘befdre your cotimittes g dnscuss -R, 2618, hich would émend the
Tariff Aot '6f 1930 80 a8 t6 require certain now paekages of impotted
amcles to be marked to iridicate the douiitry of ovij
The Department 6f Commerce fully suppotts the: long ebtablis‘hed
reqmrement now embodiéd ih sectioh 804 of the Tariff Act of 1930
‘that articlés of foreigh origin imported inte the United States should
be'marked in such & ‘way a8 to indicate to the ultimate purchaser:in
the United States the En%lish name of the country of origin of the
‘articles. The Departmeént supports: equally‘the riticiple embodied
in the several exw~tions to'the mark reqitirernents autliorized or
‘required by that Béctjdﬁ that the rement should ‘ot bé BO' apphed
astoimposé il m&l bitden on fote commeme
Séctlon 304 ¢ ts & carefil legislatwe latios on’ the émt of
gresa It gi 18! Weight both to the d mbilitg or ‘tffording
the nltimints’ purchabei‘ information 48 to the oti thd goods he
is ¢onsideting for ufbhase, and ‘to thé desirability ‘of avolding im-
‘practieal,” éxpensive; ‘onetous, or useless: requivemients whithi would
mtex‘fem with mﬂé. I'Thus the Con only set:forth the basic
rec{ lirement for marking in that seetion, but it also'gave recognition
he futt that some m)pomd artio]es do not readily lend themselvw
to this requtirament, EEERITI
For that reason, éectxon 804 anthorized the Secretary of the 'l‘reas
iiry £ eXeopt, frofh (he genaral tnarkig requiremerits atticles which
tor l%nts feasof or nnother shotild ‘ot baar colintry ‘of ‘origin ‘matks,
i’ éaseé of chéptién the Corigress emphusized the basjo:policy
b reru) that the'containdys in Which duch articles are. 1mported
niust s {ytiécbuntryof origin of thedbntents; o 1t 1o wligrio
. The bill 'befors yotr comtnittes: would extend tliis last requibefnent ’
‘tocdses whety tllg goods aré tupackaged after i importation and to fur-
tlier g6 of thé rted articles ag containerb. - ’This vesult would be
‘accotnplishe saiting that the origitial odntainers i which: arti-
,‘,clés fite fih i'tgd shoiild- inarked‘in stich'a Way ashot only to indi-
‘¢atd' tho country of ﬁriw butalso tb indicaté to any: person: who re-
packiges the m*ticleé’ that'tpot répackaing'the new! conitdiner must

90342—63—3
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be marked in such a way us to indicate to-an ultimate purchaser the
country.of origin of the contonts. Finally, the proposed legislation
would impose a direct obligation on the repackager so to mark-the new
container. Intentionnl violations of thess new requirements.would
result in the imposition of criminal penalties, and goods not complying
with the terms of the bill would bo subject to seizuve and forfeiture
under the customslaws, - ;.. . o
1t is contended that this leiislntion is needed to end practices which
are inténded to avoid the marking requirements as to country of origin.
1t-is alleged that such avoidance derives from the repackaging and
sale of excepted artjcles without any notation.on the new package as
to the country of origin. In addition, it has been charvged that nrti-
cles excepted from the general marking requirement are sold for use
or used as containers for other goods offered for sale without marking
such containers to show their country of origin. e

The Department of Commerce recommends that HLR. 2513 not he
encted. 'The Departiment is not aware that there has been any sub-
stantinl demonstration of the need for extending marking require-
ments to the repackaging of articles. ‘ ,_

The marking requirements and.the exceptions thereto were etab-
lished sometime ago when trade ll)ractices and the merchandising and
distribution of goods were far diffevent than they are today. The
processing and:distribution of artjcles and their merchandising ¢on-
stitute an iiicreasingly significant portion of the cost of the articles.
These costs are incident. to the benefits which we derive from our econ-
omy based on mass production and mass distribution techniques. The
requirements which ILR. 2513 would establish are imposed on articles
which have already been excepted from the general marking require-
ment due'to their nature or peculiar characteristics. H.R. 2513 up-
Pems to.place an onerous burden on.importers .and .processors .who
wndle both domestic and imported articles. - By’ requiring that the
‘packages be so marked as to warn future purchasers that repacknging
18 also subject to marking requirements, it would impose an additional
marking burden on foreign exporters. Under. the pro?osed legisla-
tion thé{.,would be required to apprise the purchaser of the requi--
ment of U.S. legislation respecting 1~epaclmgm§ of the contents of v..¢
artiele, - The propoesed legislation would be a further burden in that
it would make necessary the tracing of the use of imported articles in
case they 'nre to be used as containers or packages for other artigles.
The Department feels that these new requirements would be restrictive
of imports in a way that is inconsistent with the s‘)irit of section 304,

The additional restraints to be imposed by the bill are not consistent.
with the policy of tha U.S. Government in striving to reduce unneces-
sary impediments to international trade. In section 252 of the Trade
Expansion: Act of 1062 Congress, and I might. add this committee,
has emphasized its concern with nontariff. trade barriers and in par-
ticulay with the effects such barriers have in nei;ating the benefits to
be derived from reductions in taritf duties. ‘The concern expressed
by the Congress in adding section 252 to the Trade Expansion Act
has vesulte(“in a greater-effort on the part of the administration in
evaluating nontariff trnde barriers to U.S. exports and in seeking
their removal by negotinting with other comntries. T'ha enanctment. of
H.R. 2513 would not only make it more difficult to seek the removal of
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other countries’ nontnriff barriers, but conld well yesult in the evection
of similar marking vequiréments with respect to U.S. exports,

Finally, the bill would siibject to oustoms'f'urisdict.ion and penalties
transactions which muy be fur removed both in time and spuace from
importation and customs clearnnce. The degirability of such an exten-
sion is %ueslionnble, particulnrly in view of the fact that the Federnl
Trade Commission is already empowered to act in cases where the
absence of marks constitutes a deceptive trade practice. If there is a
real problem resulting from practices taking place after importation,
it should be dealt with by governmental bodies concerned with
domestic trade practices authorized to utilize remedies apl[))mpx';gntg to
domestio activities. It would,-therefore, appear desirable that the
mle(]:incy of these remedies be tested rathel than to institute additional
marking requirements as proposed by the bill. ,

In summary, the Department of Comierce opposes the enactment
of TLR. 25613 as unnecessary, contrary to the spirit of section 304 of
the Tariff Act of 1930, and of possible harmful consequence to the
cfforts of the Government. to expand U.S. exports through the vedue-
tion of artificinl and unnecessary impedinments to trade. = = -

I now turn to the mnondmentﬂ)mposed by Senator Jordan. .

The proposed amendment to H.R. 2513 would provide that sawed
lumber and wood products should noty after June 1, be exempted. from
marking requirements by virtue of subdivision J of section 304(a) (3)
regardless of the existence of any trade ngreggnent -or other interna-
tional agreement. It may be of some help to the committee briefly
to review some of the factors which siiould be taken into account. in
determining the desirability of the amendment; Ce .

At the present time, subdivision J provides that sawed lnmber and
the specific wood products there mentioned should not benefit from
the exemption provided for in the subdivision, but goes on to pravide
that the President might suspend the effectiveness;of this provision
if he tinds such action required to carry out any trade agreement
entered into under the authority of the Trade t(i{l'eements Act: Pur-
suant. to this authority the President determined that our 1938 tiade
agreement with Canada required suspension of the effectiveness of the
wovision. The exemption from the marking. vequiiement contajned
in this 1038 bilateral trade agreement with Canada was incorporated
into the 1048 General Agreement on Taritfs and Trade with respect to
sawéd lnmber and sawed timbers, and thus its benefits extended. ta all
contracting parties of the GA'I'l' under the most-favored-nation pro-
visionof the GAI'T.. . : S L

It is true that the proposed nmendment would merely remove the
products in question from the protection of the legislatively approved
exeniption from the marking requivements contained in subdivision J.
Novertheless, unless the Secretary of the Treasury should thereafter
use his restored discretionary exemption authority, under some other
subdivision of the section, it might be clnimed by affected contracting
parties to the genern! ngreement that this country has violated a com-
mitment under that agreement, , - L .

Since this commnittee is aware of the consequences under the general
‘ngreenent of action by a contracting party.in conflict with its commit-
‘monts; it is unnecessary to go into detail on that matter. Tt should be
pointed oit, however, that the question of compensation might rnise
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gome difficulties of ';1egotihtion, considering' the unusual type of com-
mitment heté involved. A TG -
It muy also be Appropriats to vecall to the éommittes that a country
- withdrawing ‘4 cofi eﬁxo‘n' or altering:its tiade commitment has an
obligation té consilt:with touhtries whichi consider themselves to be
ddvetsely éﬁeét_édl:ﬁthb'qetion. -In‘suth-consultations the countr
taking such actigh must justify the heed for such action inthe light
of ity genieral obligtations itnder'the trade agroenient.:

A4 the comimittes is aware, the problems of the lumber industry have
‘been undéf extensive study in the executive branch for some months.
Tlie Tatiff Commission redently undertook an investigation of lumber
impbitd dhdey séction 301(b) of tho Trade Expansion Act of 1062
to faoilitate Exesutive consideration of tlie problems of the industry.
While the negative report of the Commission precludes Prosidéntial
action tindet sections 851'and 852 of that act, other avenues of relief
for the industry ave still being actively ynirsued. o
““The administration’is also hétively scuking the cooperation of the
Government of Canada in an attempt to reach a mutually satisfactory
solution of the import problems of the softwood lumber industry.’

The Depattinent of Commerce continies to be sympathetic to the
problems of the lurinber_industr{"? aid will continue to explore with
other Government hgendies and the industry all agproprinte measures
to assist it in its search for expinded markets at home and abroad.

Thatk you, Mr, Chairman. S

Thé CHAtrMAN, Thank you very niuch, Mr. Blau.

- Any questions? N

Senator ANpersoN. Areé you authorized to speak for the Depart-
ment of Commercat In other words, you are not just speaking for

-your division, are you? - i .

Mr. Bray, Tam speaking under the Authority of the Secretary, sir, .

Senator ANpersoN. I hrd assuméd that, : :

The question wasn’t impertinent, I just wanted to be sure for the
record this was a position of the Seoretary, just as the position pre-
‘viously expressed of the Department of the ury.

Paged: o o , -

" Tho requiremeénts which H.R. 2518 would eéstablish are imposed on artlcles
‘which have already been excepted from the geneéral marking requiréement due
‘to thelr naturo of pecullar charactorlstics. - o -

‘Do T undeéistand: from that tliat this would attempt to reach out
and hit matérials which arelow exenipted? - -~

. Mr. Brau, Senator, if I mmxpand o bit on this. The situation
" that the Secretaby of the:Tréusury has determined with respect
‘to certain ‘nrticles by ruthority of séction 804 that for one of the
seyoral’ Yéasons stated theréin it is undesirable that thé articles be
) Sjecttoth&m\'kin‘§reqhimment. e s
'-“Section 304, however, goes on‘to stato that in those cases the con-
{iiiiér' ggi"hwhioh ‘the artiolés so exempted are' packed must contain
“thé hia R R T S S
. What H.R, 2513 would do would be to'provide that if these articles
‘are taken out of tl}e container, and either repackaged or'used as a
contdiner’ forr other'-articlés] the new: container or: the articles used
“as & cohtainer: for other articles must bear n notation of country of
origin. - It wolild enforcs this as I indieated ih my principal statement
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by imposing obligations on lpaople in: othp “cqunmes a8 well as on
processors, ropackagers, retailers, and so on inthiscountry. .
Senator ANDERSON. Yes, but what I am trying to get at ia: J.am
usmg & term that lms np-relevance to this commﬂ;tee, perhaps, hut
SAYy soe imported storm OCIH Or sopeen oo and - they came
in in & pachege, and the pa\lckage had to rked .because the
doors don’t have to be, and they -were mpi) m sigller quan-
titieg, dozens instead. gmsa, and this bj would require-then; that
the dozens be marked even ough the gross had not been marked
~ M. me. Thatisy &,t,s;r. . :
. Senator ANprrsoN. What benefit. do yousee in thatt
Mr. Brau. Wedonotseeany benefit.
Senator ANnersoN, I don’teither, Thus fm', at loast,
The CHAIRMAN, A‘?y furtherquestions? .
Senator CArLsoN nstmnoment,ifthe Senator wt.hrough. '
Senator Anprrson, Yes; I did want to return to. page 4 wlmre it
says the *Con; itself has emphasized its conoern,” it ia the maddla
F‘amgmph, “In geotion 252 ‘of the Trade Kxpansion Act of.
ongl’ess {tself has.pmphasized jts concorn. with nontariff trade m-
rlers.” - ‘This committee reported out a bill that dealt with that. S‘albv
Kc:, offlgggtamﬂ' tmde bay rxers, did 1t not, m the. de ) pransnon
cto, S PPt T
M. Brau. Yos, sir; aud my: pnucipa], the Secretary. of C‘ommerce,
a8 you know, gpont many hours before this committee, and in another
both members of this committeo and members o the other
commlttee oxprossed. on the record. very strong. views t]mt the-n
ministration should .actively seok the removal of nonmmff bamers
throughout the world.
Senator ANDERSON. Would tlus lnll be consxstent mth tlmt pohcy
or would it be diametrically opposed toit? .
r.-Brauv, In the opinion of our Depm‘tment 1t would bﬁ dmmet-
ncnllyopposedtolt,sir. TN S
. Seriator ANDERSON. Thauk you; :
The Cyairman. Any furt her qi;esnona, Senamr Q;u*]aon
-Senator Carrgon. Mr.: Blau, I ywas interested tin. this . ion Bﬁ
and for.personally—and probafrly foi the record—it wq\l pf
in regard to these excepted artioles, is this generally.
Secretary; and mention some of the arimles he has exeep t would
holp meifyou would,” - .. bpee it
Mr. Brav. Senator, it isa ve long]ist It doesn’t mtq from
Ato Z, it does go from A to W\, It Inoludes works.of mf ﬁ
pozles, pulpwood, Tags, varlous kmds of paper, ﬁoormg, sawed tim
ane [XPEEE BN TRR A
Seﬂator Cini,son‘ Sto ri htit 1810} “doe§ thM 1 tdlumber?
M. B I am not !P fechn ll gﬁpert in lu %Bﬁ gn‘, bt ' would
think th ﬂoorm is o furth er stage of rocessmg and WOuld not be

taléeh :to uht 6f by thé: éo-ctg}ed t;%ﬁ; égqan%ic §1?' th
enator. n ' )
.oommittee, %n&v ?Pwoula%% or tﬁ?gectgrg y
somo of these items and I would like very much then to ask thn

tion 1t ﬂrou will submit those for the record, Mr. Chairmaif;'X v;l)\‘ﬂd

be very happy, and then I would likg to, ssk: tnis. qyestiot
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" Would the Secretary under this section be permitted to exempt lum-
ber products or 6ther lumber products? - - - : L
~Mr. Brav. As I understand it, sir, if the legislation, including the
dmendment, should bé enacted, the effect of the amendment would be
to réniove the luniber F'rodiucts concerned - from the ‘leigislatIVe'GXQe}r
tion, It would, therefore, restore the discretionary.authority of the
Secietary of the Treasury to defermine whether it should be admin-
istratively ex¢epted:riiider ono'of the other subdivisions of thie act.
- Biit-as you understand, thé"Secretary-of the Tréasury rather than
the Secretary of Commerce would, under the bill, be the'administering
authority, and his interpretation would be much more anthoritative
than mine. ‘ , N L L Vo
Senator Cartson. What I really wanted to know, Mr. Blau, is how
much authority does the Secretaryhave hoiw just forgetting the legis-
lation tha 'is‘pli;oposed? L o ’ S
Mr. BrAvu. Under the present law, he has the authority to authorize
an exa_egtibn under the following conditions: If an article is incapable

IR

of heing marked; if the article cannot be marked prior to shipment
to the United Statés without injury; if the article cannot be marked
prior-t6 shipnient to the United States-éxcept at 'an expense econoini-
cfall'y‘ prohibitive of its importation; if the:marking of & container of
such article will-réasonably irdicate the origin of such articlé; if the
article is a crude substance; if the article is imported for use by'the
importer, and not intended for sale in its imported or any othei form;
if the articls is to be processed in the United States by the importer
or for his account otherwisé than for the purpose of ooncealin%,the
origin of the articlo, and'in such manner that any mark contemplated
by section 804 wonld necessarily be obliterated, destroyed, or perma-
nently coricealed; if the ultimate purchaser by reason of the character
of the article or by reason of the cireumstancésof its importation must
necessarily kmiow the country of origin of the article, even though it
is not marked to indicate its origins if the article was produced more
than 20 years gior to its imp’ortation' into the United States; if the
article cannot be markéd after imgoi'tatioyj except atin expenise which
is economically ‘prohibitive, and the failure to mark the article before
importation: was hot dug to any purpose' of the importer, producer,
séller, ‘or shipper to-aveid compliance with'section 304. - E

T have read, Senator, froi thd'sectionitself without intérpretation;

Senator CarisoN. I appreciate that very much, and thank you, Mr.
Chairman. = = :

(The information requested follows:)
ArTI0LES NoT REQUIRED To BE MARKED To INDICATE COUNTRY OF ORIGIN BUT. IM-

PORTED IN MARKED CONTAINERS A8 L1sTED BY THE TREASURY DEPARTMENT IR
- “EXPORTING TO THE UNITED STATES,” PAGES 20-30 e

Art, works of.. vt ‘ el L s D
Artlcles deseribed In paragraphs 1778 and 1774, Tarift Act of 1030, when not
“imported for sale in the United States, =~ .. = - S o

Atticles entered in good faith as antiques and rejectéd gs nnaythentic.’
Baggling, waste.’ ’ :

Bands steel. -

ands, steel. -
Beads, unstmqﬁ;‘.. e r g e tdien th ae
Bearings, ball, % inch oF leas id dlameter,
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Blanks, metal, to be plated. .

Bodles, harvest hat.

Bolts, nuts, and washers.

Briarwood in blocks.

Briquettes, coal or coke.

Buckles, 1 inch or less in greatest dimension,

Burlap. -

Buttons.

Cards, playing.

Cellophane and cellulofd in‘sléets, bands, or strips,

Chemlcals, drugs, medicinal, and simflar aubstances, when imported ln capsules.
pills, tablets, lozenges, or troches,

Cigars and cigarettes.

Covers, straw bottle.

Dles, diamond wire, unmounted.

Dowels, wooden,

Fffects, theatrical,

kKggs.

Feathers.

Firewood.

Flooring.

Flowers, artificial, except bunches.

Flowers, cut.’

Glass, cut to shape and size for use in clocks, hand, poeket, and purse mirrors,
and other glass of slmllar shapes nnd slws, not including lenses or watch

G!fde& furnitnre, except glldee ‘with prongs

alrnets,

Hidea, raw,

Hooks, fish.

Hoops (wood), barrel. .

Laths,

Jeather, except ﬁn.lshed.

TAvestock. -

Lumber, sawed. .

Metal bars, except concrete re!nforcement bars; blllets; blocks; blooms; ingots;
p{lgs", pl?tes, sheets; except galvanized sheets shaftlng, slabs and metal in
similar forms.

Mttca not mrther manufactured than cut or stamped: to dlmenslons, shape. or

'orm,
Monuments. : v
§2{'8':1p'k?& ot mp%fs' tabt frults, futs, befries, live or dead ant
argl prodyicts, suc asvege , Ay rres. ve or dead atimals,
sh, ‘and'b dt:' all the Lordg: ?:hich are in'their natural*state or not %d-
vanced in any manner tumnér than is hecessary for-tlieir safe transmrtatlon.

Nets, bottle wire,

Paper, news f)rint

Paper, atencil

Pédper, stock. '

Parcbment aod vellum,

Parts for machines lmported !rom same cmmtry as parts.
ickets, wooden,

Pins, t\mlﬂg

Pipes, {ron or steel, and pipe fittings of cast or malloable fron,

Plants, shrubs, and other nursery stoc 8

Pl m. i

ke

Po! eg, g&et llght. telexraph, te!ephone, and trolley (wood)

f’ (Including wiping rags).
Ra way materials descrlhed in pangraph 822, 'raru! Act ot 1980

‘Rlve e ,
Rope, {ncluding wi¥é Topé; dordage, and cords, twinés, threads, and yarik
Scrap and waste, .

Screws.
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Shims, track, C
Shingles (wood), bundles of, except bundles of red cedar shlngles, R

Skins, fur, dressed or dyed.: L

Skins, raw fur.

Sponges. : L .
Springs, watch,

Stamps, postage or revenue. and other articles descrlbed in paragraph i’(’ll,

Tariff Act, 1930
Staves (wood), barrel
Steel, hoop.

Snzur. ;

Ties (wood ranroad
Tiles, not over 1 inch in greatest dimension.

Tipe pexhordor
Tr@%hristmas
Weights, analytical and precision, in sets.
Wicking, candle.
Wire, except barbed.

The CaArMAN, Any further questions?

Senate Hartke?

Senator Harree. Have you made the studies concerning the effect
of the lumbeit ify portation re gnrdin Canada. a'n(_l the Umted States?
Arfiyog famillm %vith ‘thege 11 y ili v h '1‘

r. Brav. I'am not persona wmiliay wi oM, Sy, T hé
partment has been considering tli); probfen)x‘s f(Er ﬁ)uﬁlnbe‘;‘ ‘of n{lont 8
and for example, only this week several of our senior officials were
in the Pacific Northwest meeting with the lumber industry to'discuss
with them the problems of nontamﬁ‘ barriers to their expotts to other
countries.

We are consuiermg with the mdustry the sendmg ofas eclal lumq
ber tﬁ\des mission abroad. . h he Depart?e}r:t asda whole, g% o
mwse ite familig¥ wit of the in ems.

Seh b{or ARTKE. lélave “you tqt t?’sﬁilomlmttee auén?{ & merce
Committee advised as:to the procedures which are being- fol owed
in thess cases?

Mr. er}’i I amnot aﬁare of tJhe an:wer to th?i&; K sir,, h t B

enat KE. am trying to ot is whether or
nob. ‘Imgi‘npoérﬁtmn 02 lian-1 umg ﬁas a ected adverse y: the
produetnon of domestic tnmber in the United

Mr. Brau, As J’ou may know, Senator the Tam% Comm:ssmﬁ
recently conducted an mvestlﬁatlon of this question dex‘ he au
thority of section 301(b) of the Trade Expansion Act
unanintously reached the conclusion that within-the- standar&s ‘of
the Trade Expansion A¢tths imports have tiof'béeri the niisjor catiss of
the difficulties being encountered by the industry, Thetétaré, iinder
the act, the President: had no anthority to take direct: astion. bo limi¢
imports of Canadian lumber.

tlna(tiox HARmf‘pd Do you k??w sg};ether or not 1t, has h eﬁgdt
on the domestic uction.o ¥ ere, §
the}tfroubles of the md“ t{}y gex?gally ut in t uction
ltSG ot ,..,.I‘,.ﬂ'( 2 nhhe ORI |

Mr Brav, I‘wwld Havo to. Jooktat: the pi"od\ict.idn figures in-this

rt, sir. I am not prepared to answer that without——

Sena H"W ould Jou 8 supply.that; information?
o8, §

Mr. Bra ir, we ¢o

o
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(The information requested ‘folléwa's) - :
Over the 184t several years production hid shown a downsward trénd despite

a sibstditial § erf'ase"i,n'i%!) and & sfight increase In 1962. Iwpoits have

incréased dubstantially over theé samé pbriod. Thi Departinert 1§ 62 the opinion

that expanding imports have been one of the factors In'the declfric; ta-produétion.

' Seniator Harrrs, Ard you at Al fatnsliar iwith'thé problént ot black

walhut limbetd e ’ o -
Mr. Brad. Thé only problem oit black Wwalitit lumber with which

I am familiar is an export probléiit tathér than ah import problem.

The. purchasers of black walnut lumber who process it intd' vénger

hidve 1 p;g};}ﬁpﬁling,,tzx‘t}ié Depattinieht ¢ také hotion under the au-

g}:itzfli;y 6f the EXport Control ‘Att to limit thé ékports of blick wal-

' T_h'ffpé artmbiit Has that probleni uhdeéy very détive ¢otisideration.

It is & cb "g,limted lgi'ablgﬁi'ﬁﬁ&;‘thé ifidugtties it the United States

drd'not 4t All’ uiignitois as to twhat should bé the éutcoie."

- Sbndtor Hikrke, In' the qéstion of black walnut luimber do-you
now whether or not the prodaction: of ‘black Walhut in the' United
tatéd 14 ihicrdhising 61-’de¢fe'aslh% atthe present time$ . '

_Mr. Brag, Ithinkitisincreas ng;;xir. . ) S
Senator Hartke, Itidina black waliitit'i§ something which is very

dédr to olif hdhrts otib thére,- The pofit about it is that it takes n

fotily tihe Yo Brow & good Whlitt tréd, longer than it does some of

the ‘othier liimber dnd what I was tryifify t6 find ‘out Was whethey in
the long run the importation éf Canadian lumbér of dhy kind is hav-
in§ dhy‘eﬁectt%bn;,ths ‘{)‘tﬂdﬁdﬁbﬁ ‘of blick Whlhut lumber, - -
fr. Btht: Woll, thé yges of lumbet that are being ithported in
such large quantities from Canada, ad T indestand it, sir, are softwood
limbers, used for Bﬁildiﬂ%l‘pﬁi‘posés, rather than high' quality lamber
such as black walnut which is used for yeri¢ers on furniture, ~

. Senator Hakrke, 16 you kiiow whathek or'tiot %6 import any bldck

walnit of any tybe of hard woods which are it diréct competition

iyiiu';ms'-domegﬂ black walnyt, - T g
. Mr, Biav. iWéhims)_dﬂ,f"o’f"'_é’é‘(ii‘sé‘,f,]a.rg'e“‘ uantities of mahogany
which 18’4 cofiipdittive hatdiveod limbbr; ' A8 Yoli: kiidty; furhiture,

hot to the samid’ sxteiit s ladies’ didsses, bilt td soihe lakpe extent’ is
subject, to the whimg of fashion, and curpentrliy‘théf‘\is& of bldck wal-
iqu\"éhéﬁr?l 'i‘ﬁtlll;:er ,Hh’n’i,}igho’ghﬁ "V‘flxiepi‘s‘ 3- fan‘f‘gg ‘t)Ot!}%aitn ttl}is
country and in Europe... This as I understand it js"\hat' cxéates fhe
roblort Jiboaush 8 Hivd & Tntek deritha Tor Black alrut logs for
grb&:s%mthati%ihédﬁ “ﬁbl"gééd.“ AU

_Senator Harrke, Do yﬁm know whether or not wé'{hirort iy black

e tl, Fimtiar e, bt T s plythie

w

' :Senator F ;frrxﬁ AVl you fid oWt for afie drid give mb‘the dollar

vué‘ ‘(r :i ‘ahtig ::"' L
- é‘h&"b‘ Uaﬁ'ﬁf‘l&n ‘4156 Arid oit Whigthier o1'ngt v are expaithiig
. penator Hakrke, And alsd filid biit Whethér or'ngt e dre expyitiiig
an ":bxiai%l{w lmi!;tb_'Cé.h%da‘. SRLA
i ’-’l:.s' ¥ Ui 81 DT AP . s dr e e

o Se‘nﬁgx& Him. ﬁivé' fie'the dbl1At voluiive 8f that.
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(The information requested follows:) .

The: United States does not import black walnut logs from Canada or any
othér gource,, In 1981 it exported"loo,O?)D‘_board feet of such logs yalued at
$485,000 to°Canada ; in 1062 our exports to Cauada were 950,000 boatd feet with
2 valu, of $787,000. O
-Senator HArTKE.:As I understand what you are saying here is you
f_eseth‘at. the amendment whicﬁ%’ propos'ég, this :i'mg'lidthegt S. 957,
this would be in the form of a trade barrier; is that right? = .
Mr. Brau, The Jordan amendment? LT
- -Senator HARTKE. Yes, . e
- Mr,:Brau, What Idid was to call the attéention of the committes
to the fact that there is an outstanding commitment of the United
‘States not to subject lumber, sawed lumber, and sawed timber, to the
marking requirements. The enactment, of the amendment would.be
a violation of this commitment, and would make it nécessary for us,
under the ‘Gexxeml.Agreement:on Tariffs and Trade, either to pay
compensation to the a i

]

t] ected countries, probably only danada, or make
us subject to,some kind.of retaliatory action. .. ... ... ., .
; \}’e call this to the attention of the committee as orie of the relevant
factors, B

We also call to the attention of the committee the fact.that we are
trying to negotiate with Canada on-the quéstion of lumber imports.
As the committee must be aware it is somewhat difficult to negotiate
-even with a very friendly country in a preelection period, so these
negotiations are not very active at the moment.

Ve also call the attention of tlie committee to the fact that the
‘administration is using every method available to it to try to.cope
with the problems of the industry. . S .

. I mentioned earlier, in answer to a question, some of the things we
were doing in our own Department. I P

I am advised also that the Agency for International Development
fhas.ste%ped up its purchases of lumber for shipment to Korea, and
is considering whether it can step up purchases of &lmnhe'r—,for‘shi{:-
ments to other destinations. The Department of Defense is actively
considering the question of whether it can step up its purchases of
Tumber. So that the administration is not at all ignoring the problems
of the lumber industrg. ‘ ‘ ,

Senator HarTkE. ‘Do you consider S. 957 to be in the form of a
barrier to tradet , : .

Mr. Brau. Well, presumably, the Canadian negotiators who ob-
tained from us an agreement not to impose these marking requirements
considered it as such. : : Q

The Tariff Commission considered this question specifically in its
Teport, and reached the conclusion that to impose marking require-
ments would not slow down imports and might even increase imports.

I understand that the industty disagrees with thé finding of the
Tariff Commission. I am not citing the Tariff Commisson view as an
indication that the Department has reached a position on this ques-
tion, but just to indicate to the committee that this i a fairly complex
question. e

When a bipartisan expert Commission like the Tariff Commission
can unanimously find that certain relief asked for by the industry
would not help it, and in fact might harm it and at the same time the
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‘men of gréat practical experience in the industry feel thiat tliat relief
would help them, it is very hard to reach a considered judgment .in.
the few days that the committee - was able to allow the Department. -
Senator Hartke: I'have heard what you said. . Now, I will ask you
for o third timeé the question; Does the Départment consider. this
as a barrier—that is S. 957—a barrier to trade or does it:not have any
opinion of does it consider that it will not be & barrier to-trade? .
I have asked it now, and this is the third time I am trying to get an
answer, and if you don’t havean answerthatisallvight. . -
Mr. Bravu. I am sorry, Senator, The addition of any additional
requirement such as contemplated by the amendment would. be a
trade barrier, - T : Y
" What I was trying to do was to indicate that I could not assess how

effective it:syould be as a trade barrier. I - vy
Senator Hartke. The second time you answered the question you
said, however, that there are some people who contend if it was
gnarl:ed that it might increase the importation of Canadian lumber;
igthat what yousard® .. .« 0 o e
' Mr. Brav. I said the Pariff Commission unanimously stated that
that was its view. T, o _
Senator Hartke. And you disagree with that? o e
Mr. Brav. I said the Department has no view on that question at
the present time. .~ - .. .
Senator Harrke. Is the obf'ectipn: to S. 957 .the fact that it is in
effect a trade barrier or is it the fact that it just doesn’t do any good
or what is the objection to it,then? . .. . W T
Mr, Brav. Senator, I am not authorized to-state a;departmental
position as.to whether the Department is in favor or opposed to.S.
957, which is embodied in the amendment. Sl
Senator Dovaras. I thought you delcared yourself opposed toS.957.
Mr. Brav. Senator Douglas, as I understood my statenent oy the
amendment it was that the Department wished to bring to the atten-
tion of the committee some of the factors which should Le taken into

account in determining the desirability of this legislation, . - ..

Senator Dovarag.. In other -words, you are neutral on S. 957 but
you are opposed to FLR. 2513; isthat right? . N .

Mr. Brau. We have not yet reached a view on the amendment.
We learned of this agpeamnce-only‘;lg_te, last week. The problems
of the industry, as I have tried to indicate, are very comp ex.. The
problems of our relations with Canada, both in trade and other fields
are very complex. In order for us to reach a view, it would be neces-
sary for us to consult at some length with other agencies and with
the White House. Wo have not had the opp9rtun,§y to do this as yet.
q Sgnator? Douvoras. You reccommend against HLR. 2518, though,

on’t you . c _ o

Mr.si}mu. Yes; we are opposed to it.. . .

. Senator Dovoras, If you oppose H.R. 2513 how can you favor an
amendment to H.R. 2518% - ' A :

Mr. Brau. As Senator—— . e
. Senator Douaras, I mean you don’t have anything to carry the
amendment if the bill dies. : , o o

‘Mr. Bravu. That is no doubt true, Senator, under the constitutional
provision. However, of course, the policy of the amendment could
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ll))gdembodied m énothet‘ bill appropriately mtnoduced‘ in the propar-

y:

Senator HAM'KL‘ Let e this Straight now: Is it tme that the
sthendinent itroduced by eriator Jotdan, H R: 2518-~which is the
S anitor Docmas, §.081. -

nator GLAS ‘

Senator « Hagrie, S, 957. - Isn’t 1t tru‘e that S. 957 which is the
ameridmenit;' is: that Fight; now?

Mr. Bray, The' orx‘n I have it in is athendment No 9 to HR. 2513~

' Senitor Haxrge, ‘Could that hmendmene bo énacted into law sepa.-
rate Anid distinot Fion HR 95 13% - ‘

Mr. Brav, It could as a logjcal matter. I am hot dn eprﬁ; in
the" prérogatives of the two Housés. I am-not: aware, therefore,
whether it could Ol'l inate in the Sehnte or whether m would htwe to
on indte i1\ the H ds a révenile measgure, -

eniitor HARTH Avbld nﬁathé wnstntutional g{ledtloﬂ as prae-
tu‘,al HiAttér;’ thé*subjéct miattef involved ifi'a Qu loh of labe in ‘of
lumber w ch i8 the subject of the Jordan amendherit, does; noil mllﬂ
ing sthey than someéthing'té vidb along to threng
the constxtutxonal barriers, but it could reall amend the Tariff Act
of 1930 wnthout. mference@o ﬁ)%ls sn't hat correct? -

“M¥. BiAt, That is #ight; Serid Y Hattke, 't

Senator Hartre., And you osltlon then on 8, 957 is that you lia\'e
riot Feachid 4 pekition; is r&

My, Brat: atisnght, sit.

Senator Harrre. You say you only leai'ned about thig last week?

mv That istight, sir

Seﬁ tor HaRtRE. Yet ‘it was introduééd on Februgry 28, :

Mr, Brav. I said that o ofily learnied ‘that we tvers to a]’:peai be-
fore this coimfitittes lis “;h ;8ir,

~Sendtor Hakike, Whitt d gvoit leam you 'were gOmg to appear
Bofors thecom lttethR 95181

* Mr: lgR o518 i3, as“A%lsMnt Sécret{\rﬁ Rééd indi-
cnted the laééom %Ixﬂé 6f sirfill 18¢ méastifés on- cli'ths De-

Hmeht of as cofnmﬁﬁted ﬁrihg evaty ad inistration,

uring ever ngress, for that ma er ‘So vbe [Ate quits familir
with: the subjéct tatter,

“Theé” 6rd arﬁéﬁdment deals" wil i soh‘ieWhat new' égihijilex. sif-
u{ttion i th igw asbeeh ihten smed tho lakgs

dd«m b Iﬁmb@n‘ iﬁt aclfid’ rt west and ‘a1l of the donsid-
ordtiond At3'6f iiich'p ore re(‘ent ori in 40 147 Ad tve'Are doticefiied,

' _Senntor Hawrxe, ] eh if'S em eithet engetdd s qdded on to
HR. 8518 o sét); ¥, 18 1t¥’ ui position’that there Whild be rhore
damage dons as fad as ti:é Un afes is dohterned tb haye & viola-
tion of the agreements, of the t gg{ents, than _would be deca-
snol}ed by the WIure lgo enact t f !

LAY, 6 fiot liﬁofv ﬂor ‘doe f!‘\ efn‘n‘tmeht,
whether the failure to enact this ]egts]ntion buld dversoly d
the industry or not, The Tarj {:’ Comnijssioh as, ay’ I dvé sth ed
ﬂhanfmdugopinb hatamm n uii‘e 3 ;ﬂ}) on | iih’)ber
S ould nat slow down 1mports from Cmmdé ﬁh ght ofi Hne con-
LraYy, icrense fipports, © ,

A‘
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- As thid committee is aware, the marking requirpments are somewhat
poutral in their effect in the sense. that for some purchasers of some
.commjodities 8t some times, the indication. of foreign origin increases
the acceptability of the'item, whereas the contrary-is tenp. for other
artioles at other times and with respect.to other purchasdrs,.. It would
be & brave man who would off the top of his head express an opinjon
#8 to whether: marking requiremaents in: this-case would :slow’ down
imports orwould .incréage imports- or wopld be neutrsly in view. of
what the Tariff Commission said after a fairly thoroygh investigation
. of the problems of thisindustay, =« vy, 1 T S0V G0
. -Senator (HarTkE. Is :the  Commerce Departiment, upable. .to. make
a 'déetermination as to their.position of :the desirability. ar.undesir-
ability of this smendment¥ . viuss v i tiia g eyl
- Mr. Brau.- Well, given enough time, L amsuxe that the Department
of Commence could reach a conolusion. .:oi 1 v 5 oyl -
- Senator Hawrxe:: How:much time do you think it would requiref . ¢
Mr. Brav. Iam unable tosay,sir. Y AN
* Senator Harrxe.-Hds any attention been-given to this matter, what-
-goever- a8 to attempting:to, before :the notjce’ of hesring, .was -any
effort made by the Commerce Department to make.a determination
i a8 to the desirability or their position upon the amendment?- ... ... -
-+ Mr.Briav, -No, sir.- :: | T R N L L Y R P A Ve I
.. Senator Harrke, And in other; words, the request: from the ohair-
. man-of -this committee on-March 9 that the, Commerce; Department
which tvas forwarded a copyiof. this amendment and requested. for
itsh?;mion just ignored it; isthat right? ~ N
Mr. BLav. No, sir. “We got!this request. .. We have, as the com-
‘mittee is aware, many. requests, hot onlyfrom’this ;committee :hut
also from other: committees,:and we ars.in the. unfortunate posjtion
of having to take these matters in their turn.«: We hadn’t ‘quite
reached this case when we were in effect psked to @xpedite consideration
by being notified of thehearing. . ;17 g e Lt L
“Senafor HARTEE. :You don’t even know- when they Qt@hrted;.wquin%
~on this+they didn':start working on.it until you:had. & natice o
aheoring;isthatright? = . o ocan 0 gy
‘Mv. Brav. 1.khow that it xeached vy desk from the. Secrataiy's
Office 2 or 3 days before we got the uotxmof.th,e,heurlgg-‘-.v SR e
-1 mean, after.all; the time.between Margh 9:and. March 21 or. é2
isonly 12 or 13 days. _ Cr g gy el
. .‘Senator Harrxe. But:you don’t haveiany. jdlgahiow long it-would
. take yoi to formulate nn dpinion uponit? . vl
- Mv. Brau.-I should think se could in the watteriof .a:week or
&wo, Bir A N . ’
Senator Morron. Willthe Senator yield?
ot vSellaborHAR’l‘KE- Yes‘ . .. R RS IR R SR £ S PR A
'Senator MorroN: Wouldn't-yeuy opinion.sinoe, &_.-MUIJ.M a% ad-
ministration opinion -have’to be -cleared .with the .{Bureau of the
Budget and wouldn’t it have to be. cleared .with:the depaxtments of
Government involved ¢ ‘
Mr. Brau, Yes,sir. : T
- Senatof Mfqu, And lt%ms' gﬁ, me .yplt; v ,.ul,d,;g&m 73 % some
- expression. of opinion as to.pogsible. complications ,that would, exist
ini:(}ie GATT, IP t?x"i to ?ﬂg Kt Secretei'?y
at (reneva.

Canada saw fit to carry
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“ Mr:Brat, Yés, that is one of the many questions we would have to
- consider.,” Another question is the effect on the current negotiations
with Canada. * On these questions we would necessarily be considerably
influended by the views ot the Départment of State. -~ - « o
. -Senator Mokron. I'have here, I don’t know how official it is, a memo-
randum frominy office which gives me a couple of mimeographed or
duplicated sheets, four or five of them here, which, perhaps they aie
unofticial, but profess to be the position of the Department of State
in‘tliis matter of the so-,cgl[ed‘,}érdpn amg¢ndment as well ‘a8 in the
nuttér of H.RE 2513, Frsuppose-it-doest’tidome as any'sabprise to
the committed or to those assembled here in the room that: they are
somewhat negative in botlvinstances, and I don’t think, therefore, that
1 week or 2 weeks would be an oportunity to hammer ont an administra-
tion position in something that has as many ramifications that this has.

I say that just as n former bureaucrat to keep down the optimistic:
hopes of my friend and colleague from Indinna that he might get an
answer in 2 weeks.

Senator Hawike. I don‘t think I put any time limit on him, did 1?

Senator MortoN.  No, I just didn’t want you to get excited. 'The

~witness hagbut a week,

-Senator: Harrke.- I wanted: to' get-an answer to my problem. I
understodd my dtiestion‘had been answered here, T think the Senator
from Tlinois thought this was a position. I understand thers is no
position. I am just trying to find out how lon{z it will take to get one.

Senator Morron, I was trying to be a little realistic and not too-
optimistic. S

The Citairyman. The Chair would like to have your verification of
this statement: The Commerce De?lnrtmeng. takes no position with
respect. to this amendment; it is neither for it, nor against it.

Mr: Brav. - At the present time that. is right, sir. )

The Citatraan. Well now, when you are summoned or requested to-
come before a committee, it is usually customary, and I think alivays
has been to my recollection, that the artment is requested to make
a statement with respect to certain legislation either saying it is for or-
against it, or hag no comment to make. :

Youn have quite a long explanation here, and I assume ‘you have
come to state your position on the bill and merely explain the provisions
of the amendment, if ¥on are here in a neutral position on the Intter,

Am I correct in that . .

Mr. Brav. We tricd our best, sir, to reach a departmental position,
and failing to do that, we thought it would be of some help-to the
committee if we provided the committee with information as to
some of the questions which we think ought to be investigated in reach-
ing an opinion. .

%enator AnprrsoN. Mr, Chairman, can I just come in there and say
as a former bureaucrat along with my friend from Kentucky, I think
the Senator from Kentucky has stated it correctly. Youn are not
allowed to testif’v in & matter until it is cleared by the Bureau of the
Budget, are you . .

Mr. Brav. I am not,sir. )

Sonator ANDersoN. I mean the Department is not. You might
have & fine idea yourself as to what you do but until that has gone:
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to the Biivéan of the Budget ‘and thei the réport has come back ffom
it and"having cleared the other agencies you' ate powerless to testify.
“If'you do testify as to your opinion on' it ‘you-are in violation of
de{»al'tlﬁéntal“)olicy ard younot{ - S ‘
Mr. Brauv, _hnt/‘s right, Senator Anderson. In fact, the sfate-
I]l’\el){t_v I haye given this morning was cleared by the Bureau of ‘the
ll(getu. . V‘.. : .
- Senator ANprrsoN, -‘And that isas far asthey let you got
Mr, Br.av, That is as far as we asked them to’let. us go. That is
all tlicy'had Bofore them, ' ©* S L
Senator ANpersox. But as the Senator from Kentueky pointed out,
the Treasury Dopartment says it is opposed-to both the bill mid the
amendméiit, the State Department itself indicated it i3 opposed to
“both the bif ‘and the amendment, and the probabilities are that youw
will come to the same conclusion, the Bureau of thé Budget will let
Koh staté that. Iut until you present it to them and-let it be cleared
y the Bureau of the Budget there is not much you can do about'it.
Mr. Brau, That's rifht,snr. ‘ : o
Senator Dovaras. The Senator from Neiww Mexico raises' a’ vory
intoresting point. He raises the point whether the Bureau of the
Bl\&(}gebcle!},m‘d_ghefl‘_reasuri Department’sstatement,-. =~
TRe Citamsrin: Lob's ask:Mt. Reed} is hé still fii the audience. -He
%oesll’t indicate a clearance on his statement by the Bureau of the
udget. o : :
Senator AnpenrsoN. Isn't Mr.Reed here? ‘ : ‘
The Cuzairman. I would ask the clerk of the committee to call My,
Reed and ask him whether his statement was approved by the Bueau
of the Budget. E . L
(The clerk was subsequently advised by phone that inasmuch ns
the Bureau of the Budget had ¢leared the report ‘submitted: by the
Department of State in which views wetre expressed similar to ‘thosa
of the Treasury Department, it had been assumed that the Bureaun of
the Budget would havé no objection to the testimony presented by
Assistant Secretary Reed.) CL .
Senator DirkseN. Mr. Chairman, has Mr. Reed disappeared? He
was here before, S S Lo %
Senator Douaras. Mr, Chairman, might I ask a question on a related
mitterto this? . . -
Senator Hartxe. I want to ask one question before U get through
‘butIamnotinanyhurey, . .- .. . . S
Senator Dovaras. Goahead. = P
Senator Harrke. What I would like to do th]en somo place along the
line I would like to find from this agency which I feel is entirely com-
)ioetent, the Commerce Department, and I want it olearly understood
hiave not imposed any unreasonable 1§(d1uest that I know of upon the
Commerce Dopartment; I merely asked somé guestions so, as to try
to find out how they have operated in this fashion and permitted the
witness to give his own statement as-to when he thought he could give
us ome kind of a dofinitive départmental poliey. - -
Senator MortoN, 1f you will yield, I certainly didn’t menn to imply
that at all. I was just continuing on the answer that the witness gave,
-+ Senator Harrke. All right.
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n rec ritmen firéan il anal Commerce,

before the comm!tte% on l:faml‘rm 21 wlihp res rgat to the %?ﬂ” nt's pgslthn
on H.R. 2513 and the amendment t}) b Sengtor Jord

The Department’ doés not favor' theé enactment of the Jordan amendment at
hl: t!ilme The principal grounds for the Department’s view may be summarlzed
as follows:

i B e onncg*’ng}? T e o

X ai‘:%m L4 d:es nbtr A re ﬁfiarks of bﬂgi Y imported | goreover a re-
“quirémen on ou n nto’ the United
‘ tates. amml b qia& Axk ot omin mmld PEoy ‘&1 basis nnqer

ll]a it la cwf‘ 21 Hv a changelg !eglsla ﬁg o t
“to f)i’e' markir fy ‘theterms o tefefence ot an;@m‘éh

-neggti%tmns th%';’}“ and possibly endangerth O sgocess, i b

e have been a ot that there would be no
. ?lbject;on g‘;a the squls%gon o}h&f,a ? aer frthe s(tqupolnt%} thevzzdmlnlstra
tion's program.

Sinéerely yom‘s, ) -
. Rosent B, Gites,
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The CiramryaN. The Budget Bureau lias oleared the official regort
mads Py the Treasury D,es)z_u'tmenb and was placed in the record by
me at the beginning of the hearing. : : L

Any further questions§ - o

Senator Douvaras, I would like to ask the witness whether the
Cangdian lumber which is comin‘{i into the United States comes pri-
marily from the forests of New Brunswick, Quebec, and Ontario or
from the Selkirks and the Rockies?

My, Bravu. As I uiderstand it is comes from the Canadian West.

Senator Douct.as. That is from the Selkirks and the Rockies.

Mr. Brau. I believe so.. .

Sbenqt(i)lr?DOUol.As. How does it come into the United States, by ship
or by ra :

Mr. Brav. I am advised that it comes mainly from Britich
Columbia. S

Senator MaaNusoN. It comes about 90 percent by rail to the East
and 10 percent by ship and they run about 6040, I think, generally
speaking. Isthat correct, about 60-40% ' :

STATEMENT OF A. D. McKELLAR, DEPARTMENRT OF COMMERCE

Mr, MoKeLLAr, Yes, In the case of Canadian lumber, waterborne
shipinents represent about whit percent? :
enator Douaras, I can’t hear you. ‘
. Mr. McKeLrar. Waterborne shipments represent approximately
10 percent of the imports. '
enator Douvaras. Of Canadian lumber? ¥
Mr, MoKzLuar. Yes; of total lumber imported into the United
States from Canada. ‘
Senator Dovaras. And now on American lumber from the west
coast going to the east coast, what are the proportions?
Senator Maanuson. Ten percent by ship and 90 percent by rail.
Senator Dovaras. Then in each case it is 10 percent by ship and 00
percent by rail, ,
Let me ask if that is true of the American lumber as well as the
Canadian lumber? L
Mr. MoKeLuar. Well, our—I am not sure exactly what the percent-
age of waterborne shipments is with respect to U.S. lumber movin
from the Northwest to the east coast. It would be relatively small.
don’t know whether it is 10 percent. I have forgotten the figure.
Senator MaanusoN. It is exactly 10 percent.
Mr. MoKeLrar, It would be in that neighborhood. .
Senator Doycras. It has sometimes been suggested that a modifica-
tion of the Jones law wounld help the west coast lumber industry be-
cause then the west coast lumber ¢ould be shipped in other thar Amer-
ican vessels to the East, and that the freight rates would, therefore, be
less and that this would enable northwest lumber to go into eastern
ports more cheaply. - . . )
Now, has the Department reached any opinion on that pointt ,
Mr. i’tmm I know this is a matter that has been actively cons:.dered.
I am sorry I did’'not come prepared to discuss that so I am not aware
of what position the Departmont took on that. But I can supply it
for.the record if you want, Senator Douglas. )
Senator Dovoras, If you will,
06342—63——3
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(The information referred to follows:)

On July 17, 1962, Maritime Administrator Donald S. Alexander testified for the
Department before the Senate Commerce Committee on S. 3105, & bill modifying
the Jones Act for commodities shipped between the Atlantic and Pacific coasts
and 8. 2787, a bill to extend subsidy to American-flag carriers in the coastwise
trade transporting merchandise of an industry determined to be losing a sub-
stantial portion of its business by virtue of the requirements of the Jones Act.
Mr, Alexander’s statemeént reviewed the fmportance of the Jones Act, particu-
larly to the American merchant marine and noted that the problemns of the
lumber industry were then under study. He recommended that the bills not be
enacted at that time and indicated that the proposals would be included in the
studies then underway.

On July 28, 1962, the President announced a program to assist the lumber
industry and improve its competitive position. Step 8 of the program provided:

“The amendment of the intercoastal shipping laws to permit use of foreign
vessels when those conditions exist which indfcate severe hardship to American
shippers. This amendment will reduce the handicaps suffered by American
producers in the intercoastal shipment of lumber.,”

Subsequently Public Law 87-877 (Oct. 24, 1062) was enacted which author-
ized suspension of the Jones Act with respect to lumber shipients to Puerto Rico
when American-flag shipping was not available on reasonable terms.

The CHAmMAN. Any further questions?

Thank you very much. L

Senator Dirksen. Mr, Chairman. I have one question.

The CHammAaN.: Senator Dirksen. o

Senator DirkseN. Mr. Blau, see if I can complicate it a little
more, T '

What are the marking and labeling requirements on other countries
with whom we do a rather substantial business insofar as it relates
to repackaging?

. M;". Brav. %enator Dirksen, I am sorry I cannot answer that
uestion. :
1 I know that some other’countries have rather extensive marking
regulations and others have feiw, if any, but what their regulations
are in the case of repackuginﬁ, I'do not know. But I would be glad
to have that question researched and supply it for the record, within
a day or two.

Senator DmrseN. You think you could do it in a day or twof

Mr. Brav. I am always certain how fast wo can determine facts.
Determining policy is a somewhat more complicated matter, as Sena-
tor Morton has indicated. _

Senator Dmmksen. Well, Mr. Chairman, I think it would be useful
for the record, if we did know what other countries are doing and
particularly with respect to the importations of goods made in this
country.

The Cuamman, The committee will ask the witness to furnish
that information, for the record.

Mr. BrAu. Iwillbe gla’d to, sir.

(The information referred to follows:) .

We have looked at the marking regulations of 14 of the largest importers of
U.S. merchandise. In general, the regulations do not specifically deal with the
questign of repackaging: On the basls of our examination, we would divide
these countries fnto the following caAtegories: b o
1, Argentina and the United Kingdom probably requifre marks of origin on
repackaged merchdndise. oo i :
52 ‘Australla, Delgium, France, and-the Nethérlands would probably require
marks of origin on repackaged goods-when the faflure to put such-a mark:on
would lead to the assumption that the goods are of national origin, - g
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3. Brazl! in eltect requires marks on repackaged foods and drugs, as well as on
other repackuged merchardise labeled in Portuguese. : g
4. 'The regulations of Canada, the Federal Republic of Germany, Japan, and
the Philippines are such that we can make no judgmeént as to the requirements.
8. Italy, Mexlco, and Venezuela have no general marking requirements but
probably require marks of origin on repackged goods for those few commodities
(gegerally foods and drugs) where marks of origin are required on the original
yackages. : [
. The Crnairuax. The committee is honored today by having the dis-
tinguished Senator from Washington, Senator Magnuson, with us and
the Chair recognizes Senator Magnuson.

STATEMENT OF HON. WARREN G. MAGNUSON, U.S. SENATOR FliOM
THE STATE OF WASHINGTON

Senator MaeNosoN. Mr. Chairman, I appreciate your allowing me
to be here today. -

I didn’t mean to interript but I do know these figures so well, hav-
ing spent most of last year ns chairman of the Senate Commerce
‘Committes on hearing on this matter in Washington, Oregon, Idaho
and Alaska, and we are proceeding with further inearings in the
South, in the sonthern pine aréa within the next 2 weeks, .

Senator Jordan and I, T am'sure, don’t want to complicate the mat-
ter any further, but we did introduce legislation to requive, the mark-
ing o impome(i Tumber. Both of us have—it is a separate bill, but
finding out that H.R. 2513 was before this committee, it, would be a
fro?;r Place to submit it as an amendment, because the bill deals with

umber products. It could be considered as a separate bill or as an
amendment. )

The lumber. problem, of course, has many facets. - I could answer
what the witness from the Department of Commerce said, in many
phases of this, substantially what he says is true, they have given
a great deal of consideration to the lumber problem but when he said
that, to require the marking of lumber from Canada might be con-
sidered & retaliatory measure that is like a fellow who has.been beat
on the head all day and he takes a short swing at the end of the day
and somebody calls it retaliatory. ' o

This whole lumber problem 1s not all taviff, it, is not all belonging
to transportation, but it has been highlighted and put, in focus by the
almost doubling of the Canadian imports to our own eastern mackets.

The marking of imported lumber, we think is helpful for our
domestic lumber in that this is two types of lumber, name‘ y in the fleld
of green lumber. Some is air dried, some is kiln dried, and if the
builder knows where the lumber comes from he is given a pretty good
indication whether it is wholly gieen and air-dried lumber or iln.
dried lumber orair-dried lumber, too. :

Many times when you build a fiouse and You find if you make a mig-
take in this matter the beams and thim{s“m the house will warp and
the house is not as good as you expected. People who deal in lumber
know pretty well the type of green lumber and what its condition is
when he knows the country from where it comes. We thought mark-
ing would be a fair thing to do. o L

T'he Canadians have adopted tariffs on our lumber, they do it with-
out consultation with us and they have moved their currency up and.
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down'to-take care of theit import problems. It is'dificult erotgh for
the Am@;jic%p‘_‘ppqducelt t6 deal with a 9214 cent dollar alone, along
with this other problem. .. . . . .= 7 . IR
.. We are making some progress on transportation. - The répedl of the
Jonés Act, of:course, for lumber woiild allow foreign ships to move
between tvo Anietiéan ports and, as we all know, it is very vigorously.
oppo: i:fv..the mgritime interests,. . RO
o we do have these probléms, But thére is one facet that Senator

Jordan and T féel that we could be helpful without invelving the
question of tariffs or'quotas. .

The lumber people asked for a hearing before the Tariff Commis-
sfon in hdpes that the Tariff Commission would indicate to the Presi-
dent that the situation was suchthat the President might impose &
tariff or a_quota. We were hoping that if a temporary:quota could
be 'imposed that we dduld solve some of these basic_problems, But
what gonatqr'Hai't-ke,is talking about, is a great importation of hard-
woods into the United States thdt is not marked. I think the con-
sumeyr i éntitled to know whether this is walnut or whether jt.is
simulatéd: walnut’ or what’ is‘thfq’l{”[‘)e of wood. This is one of the
thilhgs' théy were talking about agto h

av

o tall utasto hardwoeds., . .
e letter thilt I want to submit to the committes, joining.with
Senatot Jordan, we both have thé same legislathx;‘be}ore the Con-
gross, ‘and on’ thig'ameéndiiient and I am hopeful if the committee: (113
if they consider HLR, 2513, they consider the amendment; (2) if they
whould rejéct HR, 2513 that this committee might consider this as a
&;ighrdté bill forwhich it isintroduced. | . - -

'There are séveral questions that ¢ameé up from the Commerce De-,
partment, I wouldn’t want to clutter the record with them, but when
you talk aboit violating the GA'TT agreement, the GATT agreement
runs for only 4 certhin period of time.  There are many escape clauses
in’thé GATT agreement. o , R

Canada has used' it on many occasions, and this is & peculiar situa-
tion where the Cahadiarg Have taken our own market. If we would.
attempf to ‘?o‘ the samg,lh?% {o their eastern market on softwoods,
which 18 Hhits substantial, T have no doubt they would act within 24

ours. L ' : :
‘This is & little different from the whole import-export matter.
This is something very peculiar, it is a very peculiar situation. Thers
are many facets to. it, that is true. We are hopeful that there may
be a voluntary agreement with Canada. I can’t conceive intelligent
lumber producers in British Columbia thinking that this is going to.
o'on without us doing something about it. The honeymoon is con-.
tinuing, and it is'%‘;etl;ing‘ ‘worse instead of better and the President has
suggested to the Department, they use American lumber where pos-.
sible, and in the foreign aid program where possible, and we are hope-
tul that the FHA will do something for us, to use American lumber -
in out building and our housing program where it is available, -
The southern pine people are being hurt substantially, and we are
oing to have hearings within the next 2 weeks in four cities of the
go’ut y four places, rather, and they join with us generally in this par-
ticular matter. e
T thank the committes for this opportunity.
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The CHARMAN. Senntor Magnuson, your Jetter to the chairman
will bé sei'ted

63ird you Iettertobemserted?
xia 3 fﬁy o Yob X dor
8’ Cm ithou‘, ob]ection.

(The letter referred to follows:)
U.S. SENATE, .
CoMMTITEE O COMMERCE, '
- March 20. 196‘3.

Hon. H . Byrp,
Oha{ _myp, %vmmee onﬁ'bwnce,
' Washington, D.0.

’ ‘ch S!:k qui) Byro: 1’ am 'wiiting yon with rélation to' lfi'{ 251$ the 80-
chilled marking bill hid ‘the amendient broposed by Senator Len Jordan aiid
others to_ rbqﬂlre tlié marking of -all imported lumbei- abd wood ‘products to
gp a coun ry of orlgln to the ultimate purchaser.
are. pe Qm?lcap Jumber, fndus y faclng ;t 1t compet!ﬁou
n‘om fox‘elkn pr 63 4 nble to saturats’ otuestlc softwood phar
Thiy gtuntlon vé'as creat by a varlety of: inteh'éla ed- eveht “tiodt of w'hlch
were beyond the control of the American lumber industry. ‘It Js-a known fact
tht:{s tlile (ggnadlans, for1 exampl‘e, enjoy & rﬁgrked a‘dvantage over | tht«lzir couyter-
pa n the domestic lumber indus ! 8 ncy
differential,’ tfhﬁéﬁo&t&ﬂéh ‘davantages, ahd ‘B&sm plp(;})ag i%i'a’sgls?t'é%
amde mission add export developmen activitles pave the‘ Wéy for lower ng-
fan
Last fali ‘the Senate Oommerce ()Ommltt held se,rles ptogearings in Wag}i
ington, Oregon, Idaho, atid Alaska 1n regard to the lumber y
relates to the imports of lumber from Canada and their e
market and the U.S. lumber pro¢iucers. These hearin ofs rompted the Presldent
toytaky iaation! bat® it Was the prinéfpal’ objective’ o lumber” interests €
have the riff (!ommlsslon,\is:1 ablish- a .temporary quota. The Tariff Com-
mission subsequently ruled thit hefther {hié President nor certain governmental
groups had a right to take action in connection with the tariff.
In:lfeu of ‘the desired fuling from the Tariff Conimission, I lntrodticed d' nun-
ber of bills l\;yhich \venia %ee‘l’gge(il tto ocgvetdman{ obf ‘the fagtx; &fa tl;is :z%r{a setrliolllls
m,. proposa , introduced on, February s substantially
idenlfeal to genaior Jordan's nm%ndmefff 25 3, which is now before your
committee. At this timé I wlsh to Join with the Se atof from ldaho in support
of his aniéridmernt to H.R. 2518. -
i* The Tarift, Commisslon has ruled thut, with regard to: the 1938 agreement wlfh
Cangda wpich exempted Canadinn lumber from mmklng ‘requirement ; o
“The withdrawa) of the country-of-origin marking uirement cannot be
regarded as a trade agreement concessién within the mean ng ot secuon 301(!))
of the Trade Expansion Act.”
-1t is my feeling :that domestie consumérs should be given the. onportunify to
felect lumber on the basis of. its country: of otigin. Bullders, for example knowy
at Qhete Is & vast difference between kiln dried lum,bex; d that ywhich is.pag-
tially' air ‘drled. A marking Indieating’ th¢ country of or gin WO !d be helpfal
in this connectlon insofai'as a selectlon of qudlity brocessed lumber {3 concerned.
; It is- fmportant to noté that: the proposed amendment requires the marking
of jmported lymber ang :not. domestically manufactured lumber, .To the best
of my knoyyledge lumber is the only item coming into this country In significant
quantities that is pot marked with the country of. oﬂg}!n This 18 not preferen-
Hal treatinént but {s such treatment &8 plaees ‘the lumber Industfy on ah‘equat
footing with other industries which must face .up to the competition of. imports.
It is my pincere wish that in view ‘of the foregoing reasons, the comilittee
glve Senator Jordan’s amendment to H.R, 2513 every possible consideratlon
My best wishes, g
Sincerely, ’
‘ Wnnn a. meusov, U 8 Benafo)-

'I‘he Crtainai¥. Any r}fteshons of Senatoth\ hsong v

Senator MAGNUSON. 83y, usb for the record ,lumber vas
sm ed out pecul arly mgn eh smwkl dinber and iy nbe
iieh You; Mr. B mi,‘ edd, 6'leb'telephon ‘Poles; and shihigles. Pt
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wils duie to'the' fact that ‘British Columbii produced a great amount
of shingles, and we were trying to work 6ut agreements with Canada,
and we exempted shingles from being marked, and there is a differ-
ence in shingles. There are cedar ‘shiigles, and softwood shingles
and all kindsof shingles. St Rt T

. Finally, later on the then Presidént of the Unitéd States had a put
a quota on shingles to take care of that situation because our shingle
people went.completely out of the market. o,

And later on we put a quota on shingles and we are-hopeful that

lumber can—there isa great psychological effect oh marketing limber,
.. When Senator Dirksen asked about other couxg,tzlfiqs,],what they re-
quire, thie truth of the matter is that when you go into all these export-
import matters which our committee does, you will find that even a
country that doesn’t require a marking of our imports, the fellow who
ig'selling it, will put on there “Made in USA? because of the quality of
American products. He gets more for it. He will voluntarily put it
on many products, :
" Thankyou. = - Y
. The CimarmMaN. Thank you very much, Senator Magnuson.
-_‘We are honored today to have the. genator from Idaho, Senator
Jordan who is the author, with other Senators, of S. 957, which is to
be offered as an amendment to the pending bill, ,
. Proceed, sir. ' :

STATEMENT OF HON. LEN B. JORDAK, U.S. SENATOR FROM THE
: * " STATE OF IDAHO

Senator JorpaN. Mr. Chairman.and .members of the committee, T
appreciate very greatly the Qsportumty to appear before this com-
mittee regarding my proposéd amendment, amendment No. 9 to the
bill under consideration, H.R. 2513. . =~ . I

First, I should like to associate myself with the remarks of my
distinguished colleague, Senator Magnuson. I concur with him 100
rcent in tlie statement he has made. The softwood industry in the
orthwest is in distress through circumstances, many of which are
beyond its control. : . ‘

Senator Magnuson enumerated part of it. The fact that the rate
of exchange operates to the benefit of the Canadian producers. In
addition to that they have an advantage in buying negotiated stump-
age over our bid procedure in the United States. e

In addition to that they have the ability to ship in foreign bottoms
at'a cheaper rate than can our domesti¢ producers into the eastern
markets. But those only have to do generally with the industry.

I am here principally because the softwood operators in my State
are in real distress. I am informed that in-the past year in the nine
‘northern counties in Ydaho over 40 percent of the mills have ceased
operation for one reason or another, either gone out of business or
sllm)ut. down, . : ' - .

We are faced with a situation, too, out west of having to assimilate
a great volume of timber blown down in the Columbus Day storm of
last year, : . . T . e

,'I‘hj;s timber must be assimilated in the domestic market now because

it will deteriorate very rapidly, and in order to market this blowdown

A
i
!
i
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timber, lumber ‘)_rodqcers outside of the damaged area: will have to
adjust to a smaller share of the domestic market. L
-. Now, to address myself to this particular amendment, I would say,
Mr. Chairman, that for many months, the Members of ('}‘ongreas have
been concerned over the many problems facing the depressed Ameri-
can lumber industry, - But, ‘untﬁ) the Tariff Commission handed down
its adverse decision on offering relief to the American lumber industry
from foreign imports of lumber under the Trade Expansion Act of
1962, most of "us had preferred to see what could. be done for the in-
dustry through existing laws and various Government agency.
regulations, -
-We, in other words, were saving the legislative avenue for a last
However, the Tariff Commission’s pubjishéd report clearly—in m
opinion—challenged the Congress to help the lumber industry through
legislation. The Commission stated in jts report of last February,
and I quote: s
The Commission observes further that while international commitments may
deter Congress from legislating in confiict therewith, these commitments do not
prevent Oongress from so legislating. Congress may, if it so elects legislate
in confilet with any international commitments, ‘ o i
Immediately Members of Congress 6f both parties took up this chal-
lenge by the Tariff Commission, and many of us—both in the House
of Representatives dnd in the Senate—introduced various bills to give
sonig relief to our depressed luniber industry._ L
“On February 21 of this yeair most of these bills were introduced into
the House and, 1 week later, on February 28, the various Senate bills
were introduced. ~ Senator Watren Magnuson, Democrat, of Wash-
ington, introduced a package of some six bills and one Senate joint
resolution on thatday. =~ . Coa
Also on Februal;l;: 28, T, together with Senators Allott, McClellan
Mundt, Simpson, Tower, and Young of North Dakota, introdiiced’
three billsand ong Senate joint resolution, to which’ Senators Dominick
and Ervin'added their names. “ S : -
Several of the House bills—Senator Magnuson’s S. 924—and ‘my
S. 957, cosponsored by the j)revi_ousl mentioned. Sepators, are prac-
tically identical bills, amending the Tariff Act of 1930 to require the
marking of lumber and wood products to indicate to the ultimate pur-
chaser n the United States the name of the country of 'oriﬁin.' he
two Senateé bills, S. 924 and S. 957, are now pending before this Senate
Finance Conmittee. . o L
Mr. Chairman; when I learned that the present bill under donsidera-
tion, H.R. 2518, amending the Tariff Act of 1930°to’ vequire certain
néw packages of imported articles to be marked to indicate thecoiin-
try of origin, had passed the House and had been referred to the
Senate Finance Committee, I immediately introduced my amendirient
No. 9 to this bill.” This amendment does éxactly what S. 924 wnd
S. 957 would accomplish. T felt that this might bé & imuch more expe-
ditious handling’of legislation requiring the marking of imported
lumber and wood products with the country of origin, o
" In favor of mnen(l‘ihf H.R. 2518 to require the mamm% of imported
}fﬁ?;beg and wood produkts with the country of origin, 1 suggest the
ollowing: : A
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into the United States which does not-have to be so stamped. ,

. (2) ‘The lumber industry: has asked-—in fact, has urged—that the
Con enact a-law réquiring. that imported Tamber be so marked.
The Industry feels tliat the American ¢onsimer public should have an
oppo‘rtux_{itly to select lumber: based upon whether or not it is produced
domedtically, -~ - - . T , cere
t'(8)/ This amendment Jeals only—and I 'cannét emphasize “only”
tod strong—with the marking of imported: lumber with the country
i)f'origin. ‘It ifi no way requires the marking of domestic American

(1) -As'far as'T know, lamber is the only major product imported

umber. , , . .
t1(4): The ‘withdrawal of the present exemption not requiring the
marking of imported lumber and wood products with the countty of
origin would hot, according to my information, constitute & violation
of a trade agreoment coricession. Tn the previously mentioned Tariff
Comtaisslon report of last February, the Commission states, and I
quote: _ :

.The withdrawal of the country-of-origin iitarking requirement cannot bé re-
garded as a trade-agreéement concession within the meaning of section 301(b)
of the Trade Bxpansion Act. - ( S

-(8) Also, I believe that there will be very little cost involved for
foreign 'producers of hiber to so mark their products. The Tariff
Cortiniission also remarks on this cost-increass factor, and I quote:

" Currently, country-of-origin marking would involye liftle expense in addition
to that already incurred in cohiplying with the grade-marking requirements in.

stifnted fh 1960 by the Federal Housing Administration. ‘
_(8) ;Finally, I svould point out that the principle involved in m;
a{;peh(lr_nel‘lt., to H.R. 2513 ﬁ\as strong_ bi agtigan sugport. This 18
clearly evidenced by tha fact that identical bills have been introduced
and cosponsored by both Republicans and Democrats in both Houses
61 the Congiess, - - I AR

. In conelusion, I really see no legitimate reason for objéction to this
dmendment and I hope that the Firiance Committee will give it favor-
able consideration. '

Thapkyow, .. . = .

_'The Ciamoran,. Thank you very much, Senator Jordan.

"Any questions? = ) . .

Senator ANDERsoN, Senator, I don’t ses why you don’t either try

to get your bill off by itself or I sug‘Fest that H.R. 25613 have everything
stricken ot after the enacting clause and insert your amendment,
because this bill faces a veto and while it is nice to go home and show
g@gp}e that the bill was passed by the Congress; if it is vetoed by the
President, it doesn’t do any good And Senator Magnuson and your-
sélf would make a very good case bf doing it the “"(‘f’ 1 suggest..
'Senator Jorpax. That is what I might try to dg. Frankly, we
didn’t know theire was so much opposition to the bill to which we
attached our amendment, ‘ o
, Senator AxpersoN. The sgla,tement was made by the Treasury De-
Bartmerit which was probably based on the experience of the State
epartment in finding out the Bureau of the Budget would a H)rove
g recommendation for an adverse report on the bill and possibly on
the amendment.

3
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It would be tough enough to get a bill signed, just the améndment
under those circumstances, and if you add to_it a bill which had
already been vetoed, I think the road is very difficult and long and
I kiow, as practical as you are and as I know the Senator- from
Washington, Mr. Magnuson, is, I should try the other route.

Senator Jorban. I'should be happy to consult with Senator Magnu-
son. If we have chosen the wrong vehicle here we want to take stops
to correct it. ‘ '

Senator ANpersoN. I have no further questions. ‘

Thke Caamryan. I would like to suggest to the Senator that such
a bill must originate in the House. )

Senater AnpersoN. Well, H:R. 2513 does originate in the  House.

The Cuairaran. - I understood you to say that you would prefer to
liave the amendment offered as a bill and acted on separately.

Senator ANpersoN. I didn’t state a preference; I simply said to the
Senator from Idaho it would appear to me an easier course if he tried
to amend H.R. 2513 by strikin% out everythiné after the enacting
clause and limiting the ap&ﬂicabi ity of it just to timber. It then falls
within the House rule. I have gone before the Ways and Means Com-
mittee of the House and I know how jealously thiey guard their pre-
ro%nt,ive and this does not violate the prerogative. .

he CHamyaN. You would regard a bill that had eveyftlung
stricken' out and the text of an entirely different Senate bill sub-
stituted in lieu thereof, ds originating in the House then{

Senator AxpersoN. Well, the specific rule very clearly‘in the House
isthe Senate could amend. : }

The Cuarryan. I am not objecting to your plan at all. I just
wanted to be certain of your proposal. . o : N
" Senator AnpersoN. I am not trying to outline any course of action
to the Senator. I merely point out that all of us have had Qnough
legislative experience to know that once a bill has been vetoed ?'
one administration, with strong statements, that the same people
ﬁenerally still stay in the State Department and otlier departments;

own below the surface they are still there, and' they will originate
{;)l;is veto message. It doesn’t start with the Secretary. It starts down

P I

All of us know how these departments work and,:therefore, the
same Igd'@el‘so'n who probably recommended the veto message for Presi-
dent Eisenhower in 1960 would use the same pen to provide the veto
message to President Kennedy in 1963, if it got there.

It miﬁht be a little easier since II.R. 2513 18 an amendment to the
Tariff Act to require marking of iniporwd articles and since the
Senator’s bill \is a"bill to amend the Tariff Act to require markin
certain things, I think the House committee would look with some
interest on 1t. , -

I am not expressinimy opinion whether I am for or against it.
T just hate to see him Iabor and lose his labor.

Senator Jorpaw. I thank the Senator.

The CuArMAN. Any further questions?

Thank you very much.

Senator JornaN. Thank you, Mr. Chairman, :

Tho Cuatraan. The next witness is O. R. Strackbein of Nation-
wide Committee on Import-Export Policy.

‘We are glad to welcome you again before the committee.
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STATEMENT OF 0. R. STRACKBEIN, NATIONWIDE COMMITTEE ON
‘ IMPORT-EXPORT POLICY

-Mr. StrackpeIN, Mr, Chairman, and members of the committee, I
have no prepared statement, but would like to reserve the right to
-supplement for the record anything I might say here.

e Cuarraran, Without objection. .

Mr, StrackpeiN. I am appearing in support of ILR. 2513, This
legislation, in my view, represents an attempt to make section 304
more effective than it is. .

If we ask ourselves what is the purpose of marking goods that ave
imported I think we would have to come to the conclusion that the
marking system should be made ns offective as possible.

If goods come in packaged in bulk so that they, when the outer
package is marked but the inner packages are not, or if on putting
them on sale the bulk packages are broken down, and the goods are
repackaged without being marked, naturally the ultimate consumer
does not know that the goodsare imported. .

The purpose of the law is within practical limits to make it pos-
sible for tho consumer to know that the goods that he is purchasing
are or are not imported.

There are certain objections made to this bill on the ground that
its administration would be too complicated. We cannot agree with
that. Section 304 is now administered by the Treasury Department.
by the Customs Bureau and even now, of course, the Customs Burean
does not catch all the items that come throu%h that are not marked or
that ure improperly marked. Later on as these goods enter into the
stream of commerce, a competitor or someone who might be adversely
affected by their sale in the guise that they were domestic goods will
bring a complaint to the Customs Bureau, and we conceive that this
law, this bill, would be administered in the same manner.

We would not expect any more than is now the case, that the
Customs Bureau would detect every instance of violation. But in
any event, the purpose of the law would be much better carried out if
subsequently after the goods had been repackaged thers were recouvrse
on the part of those who would feel that they were injured by the
failure to comply with the law.

Then again objections are made that the cost of this marking of
new packages would be prohibitive or burdensome but the bill provides
that exceptions can be made. Even under the present law the pre-
vious witness—I think it was Assistant Seeretary Blau—read a num-
ber of exemptions that are already recognized.

I recall when the law provided that imported pocket knives must
have at the base of the blade inscribed the name of the country of
origin. This was considered as being a quite burdensome requirement.
Yet, here I have a pocketknife made in the United States which with-
out any requirement of law, gives the name of the manufacturer, and
the number, some number here indicating undoubtedly the particular
serial number of the item.

So, if that were such n burdensome requirement, certainly a domes-
tic manufacturer would not bother to do this.

Then again, the consumer is entitled to know whether the goods
that he is purchasing come from a foreign country. This is particu-
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larly true when consumers feel rather strongly about purchasing goodls
made abrond or in particulnr countries or whether they are made in
thiscountry.

Toduay with imports conting from behind the Iron Curtain, there are
many consumers who object to purchasing goods of such origin,  Yet,
if the goods come before the consumer in a manner that does not dis-
])]ny the country of origin in a manner that mnkes this mark fairly
egible and also readily seen, then he might very easily be deceived, . -

So wa believe, Mr. Chairman, that this bill represents a justifiable
amendment to section 304, and that its acceptance or nonaceeptance by
the IXxecutive should have no bearing on the case. ‘

I should think that the President, after noting that a bill had again
been passed by the Congress afterr a previous veto, would be much less
likely to veto the bill again,  You may reeall that in England at the.
beginning of this century, I believe it was, in the ITouse of Commons
in England, when they passed a bill and found that it was vetoed by
the House of Lords, they finally adopted a law with the support of the
King that if the House of Cormons passed a law three times oven
though it had been vetoed by the Honse of Lords or turned down by
the House of Lords it would nevertheless become law.

In other words, if the Congress again passes this bill rather than
assuming that the President autonmtically would veto it, I think the
Pregident would be move than likely to sign the bill,

What T am trying to say is that the consideration as to the dispo-
sition of the Executive of this bill should not be a consideration in
its lpassa e by the Congress.

think that is about the extent of my testimony, Mr. Chairman, I
want to thank you for the opportunity to appear.

The Cuamyax, Thank you very much,

Any questions?

Senator ANpersoN. How great is this problem? How much is in-
volved in it.?

Mr, StracksriN, Of course, that. is a most difficult. question to an-
swer, Senntor.

: Senator Axpersox. If you don’t know how badly you are being
mrt

Mr. Strackuein. T heg your pardon?

Senator Anpersox. Tf you don't know how badly yon are being
hwity why are yon compluining. S

Mr. Strackirix, Well, there are organizations, there nre industries
that feel strongly enough about. it that they are taking the trouble to
obtain ortry to obtain legislation on'thesubject.

I don’t believe they would be coming up here trying to do this if
they did not. feel that. something of substance were at, stake.

Senator AnpersoN. Outside of this lumber situation in the North-
west to which the Senators have referredd and we all recoguize, is
there any other gronp that is coming up, that you know of that. is
going to comaup, and testify?

Mr. STrackBeIN. Yes, there ave other witnesses.

Senator AxpersoN. You are from the national committee. Do you
know of any problem other than lumber?

Mu. StrackBEIN. T heg your pardont
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Senator AnpersoN. Do K’ou knoW of any problem other than lumber¢

Mr. StrACKBEIN. Yes, there are others.

Senator ANpErsoN. What are they?

S Mr. STrACEBEIN. As I say the witness list will, I thiiik, reveal that,
énator.

Senator ANpersoN. Chamber of Commerce for Trade with Italy.
I don’t know what they are going to testify to.

Mr. StrackseIN. Isuppose they will be against it. A
¢ Senator ANpERsON. You felt that since the President had vetoed
one time that he would be more likely to sign the rest. Did you ever-
hear of a Natural Gas Act?

[Lavighter.] - :

Would it be within the competence 6f your memory to reeall whether
ornot a man named Truman vetoed it {

Mr. StracksrEIN. Yes.

Senator AnpersoN. Did that restrain President Eisenhower?

Mr. StrackBEIN. No, a])zparently not. I think there might have
been other considerations there quite different from this one, however.

Senator ANpErsoN, Well, the other considerations always seem to
arise somehow. '

-Now, we used to have, I tried to establish, a rule in the Depattment
of Agriculture that after 10 Department chiefs had initialed it, it
became official whether T signed it or not. I didn’t quite live up to
that but are l‘(311011’ suggesting now if we pass it three times like the
HOI?ISG of Lords it becomes effective whether the President signs it or’
not ‘ '

Mr. StrackpiIN. I was merely citing that as an historical précedent
for indicating that the Congress must he fairly serious about this if
it passed the same bill twice.

enator AnpersoN. That is what I am hoping, that it gets fairly
serious this time and just doesn’t let the bill walk tixrough. Al right.

Tho CuairyaN. Thank you very much. ‘

Senator WiLLiams. May I ask one question?

I am not sure; how would you mark this lumber as it comes into the
country ?

Mr, StracksEIN. I am not talking about the lumber amendment, I
am talking about H.R. 2513. I am not familiar with the lumber
situation.

In other words, I don’t know whether they would mark each piece
of lumber or what they would do. This I don’t know; you will have
. to ask someone who testified on that particular subject.

Senator Wirrrams. All right,

The Cuamryran. Thank you very much.

Senator Douglas. ' _ o

Senttor Dovaras. Mr. Strackbein, do T undetrstand you are in favor
of the Jordan amendment as well as the bill which came over from
the House?

Mr. StracksriN. T have no authority to speak for the Jordan
amendment so if T said anything about it it would be asa private citi-
zen, T don’t have a representation for that industry so I take no,
position on it; T am not adverse to it, not in support of it. T can’t
speak on it. : '

The CraryaN. Thank you, sir.
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The next witness is Mr, Donald Baldwin of the National Lumber
‘Manufacturers Association. Take a seat, sir,and proceed.

Mr, Barpwin, Mr. Chairman, I am ’Donnld aldwin, director of
legislative relations for the National Lumber Manufacturers Associa-
tion, and I have with me toda{ Mr. Joseph MacLaren, who is with

otlatch Forests in Idaho and Mr., William Jobe, the general counsel
at National Lumber. Mr. Jobe is here to help answer any questions
that the committes may have, and Mr. MacLaren will be presenting
our statement for us. I would like to say that we are particularl
pleased to have the opportunity to be here to testify in favor of this
‘amendment. _ .

We feel it-is'a very helpful.amgndment nat only-to the.industry.but
to the country. It is.important to know, as we do_with other jm-
ported items, from which country our Jumber and wood Froducts de-
rive. I would merely say we hope the committes will adopt the
amendment. Mr. MacLaren will present a statement for us,

STATEMENT OF JOSEPH R. MacLAREN, ASSISTANT TO THE PRESI-
DENT OF POTLATCH FORESTS, INC, ON BEHALF OF NATIONAL
LUMBER MANUFACTURERS ASSOCIATION; ACCOMPANIED BY
WILLIAM T. JOBE, JR., GENERAL COUNSEL, NATIONAL LUMBER
MANUFACTURERS ASSOCIATION; AND DONALD BALDWIN, DI-
RECTOR OF LEGISLATIVE RELATIONS, NATIONAL LUMBER
MANUFACTURERS ASSOCIATION

. Mr. MacLagex, It is a great privilege for me to be here this morn-
ing and app.ear before you. My name is Joseph R. MacLaren, and I
am the assistant to the president of Potlatch Forests, Ino,, which is
headquiartered in Lewiston, Idaho, with plant and facilities in }arren,
Ark.; Pomona, Calif.; Jacksonvi’lle, Fla.; Mundelein, Ill.; Sikeston,
Mo.; and Bu]tl.mone,'lsfd. _ .
~Iam a]ipearmg today on behalf of my company and for the National
Lumber Manufacturers Association, with its offices in Washington.
NLMA is a federation of 16 regional and species organizations op-
erating throughout the United States on behalf of the entire American
Jlumber producing industry. . ‘ A

We appreciate very much this opportunity to appear before your
committee in support of an ‘améndment to a House-passed bill, IYI.R.
2513, proposed by Senator Jordan of Idaho, which would require the
marking of imported lumber and woéod products to indicate the coun-
try of origin to the ultimate consumerin the United States. '

Senator Jordan’s amendment would, in our opinion, correct a seri-
ous inequity imposed against the U.S. lumber industry by its own
Goveérnment, ‘ . '

Although the Tariff Act of 1930 requires that all imported articles,
with certain specific exemptions, must be marked to indicate thé coun-
try of origin, a review of our records indicates that lumbermen in the
1930’s vigorously tried to have our country enforce its marking re-
quirements with respect to limber and wood products. It was dur-
ing that Beenod that domestic producers first discovered that the
Treasury Department was not enforeing this requirement of Iaw with
respect to lamber. ' B
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The industry sought to'secure enforcement of this statutory require-
ment through every channel available to it. Though a great mass of
evidence was produced, we were unable at that, time to convince the
Treasury Department that a large percentage of domestic lumber cus-
tomarily was marked to indicate {:rade and species, and that marking
was practical and inexpensive in all cases.

In 1938 the Treasury Department, unwilling to concede the rightness
‘of the domestio industry’s position, asked Congress to add a new provi-
sion to the marking statute which would give the Secretary of the
Treasury authority to exempt from the marking requirement any
article which had been imported in substantial volume in the previons
several Feam without marking. This, of course, included lumber.

Needless to say, the industry was quite aggravated at this maneuver
and made a strong case before the Congress for a mandate to require
that imported lnmber be marked to show the country of origin.

The industry was partially successful in these efforts, for, while
Congress did enact & provision such as the Treasury requested, it was
specifically provided that such provision should not apply to lumber.

However, because the Department. of State protested that. imposing
a marking requirement on lumber by statute would be a violation of
our Nation’s trade agreement obligations, Congress also provided, in
effect, that the requirement that lumber be marked should not be
enforced so long as such requirement was in conflict with any trade
agreement. .

So what we actually have in the statute has been referred to by
many as an exception to an 9xeepti91} to an exception. .

Following enactment of this provision, there was inserted as item 6
of the lumber declaration contained in the trade agreement between
the United States and Canada signed November 17, 1938, the following
provision:

Lumber and timber imported from Canada will not he required to he marked
to indicate the country of origin.

Schedule XX of the General Agreement. on Tariffs and Trade signed
by the contracting parties to the genernl agreement on October 30,
1047, bound this exemption_from marking in the same way. it was
bound in the United States-Canadian bilateral agreement of 1938,

Apparently, the executive branch of our Government, acting through
the Department of State, considered the provisions of the Customs
Administration Act of 1038 as authority to incorporate in the 1038
trade agreement with Canada a concession exempting lumber and
timber from the marking law of our Nation. )

- Although lumbermen, as previously noted, strongly opposed this
action by their Government, they, of course, accepted this decision
and did not at that time seriously question the legality of such an
exemption for Canadian lumber. s

. As matters now stand, there is ({)resently no mandatory marking of
the country of origin on imported lumber. Recent actions, however,
have changed considerably the factors to be considered in this area.

We would respectfully.draw the committes’s attention to a report
submitted on February {4 of this year by the U.S. Tariff Commission
to the President of the United States relative to the Commission’s
investigation of the softwood lumber industry under section 301(h)
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of the Trade Expansion Act of 1962 wherein the'Commission at pdge
15 states:

The withdrawal of the country-of-origin requirement cannot he regarded as a
trade agreement concession within the meaning of section 301(b) of the Trade
Expansion Act.

As we interpret the Commission’s findiiig, item 6 of the Lumber
Declaration of the United States-Canadian Bilateral Trade Agree-
ment of 1938, which subsequently was incorporated into schedule XX
of the General Agreement on Tariffs and Trade in 1947, is not a con-
cession under the provisions of Public Law No. 87-794, the Trade
Expansion Act of 1962, and, therefore, the exemption of lumber from
the marking law of our country cannot be considered a concession
under the General Agreement on Tariffs and Trade.

We have already brotht this fact to the attention of both the
Secretary of State and the Secretary of Commerce requesting that
they move immediately to withdraw this exemption for Canadian
Iumber, unless it ¢can be justified under existing law, and we believe
it cannot. We feel, however, that our request would be more effective
if it were bolstered by congressional reaffirmation of the 1938 law
requiring the marking of lumber, and we appear here today in support
of Senator Jordan’s amendment. which would effectively accomplish
this purpose. 4

Mr. Chairman, the American lumber industry does not appear be-
for this committee seeking special consideration nor special advan-
tage. We feel that American consumers should have an opportunity
to select lumber based upon whether or not it is produced domestically.

Let us for a moment look further at the Tariff Commission’s report
and the conclusions contained therein with respect to markings of
lumber to show the country of origin. '

Inits February 14 report, the Commission also noted :

Curréntly, counfry-of-origin marking would Involve little expense in addition
to that already incurred in com{ﬂylng with grade-marking requirements instt.
tuted £n 1960 by the Federal Housing Administration. .

In fact, in this same report, thé Commiission concluded that ernforcs-
ment,dof such requirement might even benefit the Canadians when it
stated :

It is clear that its restoration (that is, the restoration of the requirement of
country-of-origin marking) in recent years would not likely have contributed
to a reduction in the level of imports of softwood lumber. On the basls of
evidence obtained by the Commission, its restoratlon might well have had a
contrary effect. . = ’ o '

~ We join the Commission in believing that withdrawal of the present
exemption for lumber would not constitute a violation of a trade
agreement concession, ] :

We also concur in the Commission’s conclusion that there would be
very little cost involved for the Canadians to do this. We do believe,
liowever, contrary to the Cominission’s conclusion,” that restoration
of this requiremeént would be beneficial botli to'tlie American consumer,
and that it would be an important factor thit would tend to equalize
for the U.S. lumber industry the numerous advantages, many of them

ranted by ‘the Canadian (Rovernment, which the Canadians enjoy
i the pursuit of our domestic lumber markets. o ,
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Additionally, we believe—since imported lumber is génerally of
exactly the same species as domestic lumber, particularly softwoods;
is manufactured to the same size-and-grade standards; and generally
enters the marketplace without reference to its foreign origin—that,
in the absence of country-of-origin marking, the application of the
Btiy-American Act cannot be fully effective for lumber.

. In the absence of identification of imported lumber, the Buy Ameri-
can Act—which is the law of our land specifically enacted by Congress
to give preference to domestic goods in Government procurement—
cannot be fully enforced. This nullification of the Buy American Act
helps imports and does grievous injury to the domestic industry.

_Gentlemen, we do not advocate any action by this committee, or
the Con%ress, or our (Government, that will deny consumers all the
lumber they. want, and at a fair competitive price. Fair competition
in a free market is traditional to our industrg. L o

The heaV{ burden carried by the U.S. lumber industry, which is.
the fourth largest employer of manufacturing labor in the United
States, is not one of its own making. Because of direct action of the
Canadian Government, Canadian producers of lumber are able to
ship their product into U.S. markets to be sold at a price which is.
often below the cost of manufacture of lumber in this country.

It is true that the domestic lumber industry is supporting pro-
posals that would limit the quantity of Canadian lumber moving into
this country. However,. the proposed amendment to H.R. 2513 that
would require the marking as to the country of origin will not ex-
clude any lumber from U.S. markets.

‘Our industry and the American communities dependent upon it for
their prosperity are currently faced with_difficult ‘economic prob-
Jems which have been seriously compounded by constantly mounting
imports of foreign lumber., ' Softwood imports from Canada alone
now supply approximartg}iy 14.8 percent of the domestic U.S. softwood
lumber market, compared to, approximately 8.0 percent 5 years ago.

‘We have been encouraged that so far this year the Legislatures of
the States of New Mexico, Idaho, Colorado, Texas, Washington, and
South Dakota have already submitted memorials to Congress and the
concerned executive agencies urging that imported lumber be required
go indicate the country of origin. It is our understanding that other

tate legislatures are preparing to dolikewise.

It therofore seems to us that a simple reaffirmation by our Conq‘rew
of the intent expressed in the Customs Administration Act of 1938
that imported lumber should be marked to indicate the country of
origin is one atea where our Government can assist the U.S. lumber
industry in keeping with the treatment afforded other imported
articles. Quite frankly, gentlemen, we do not enjoy being one of the
fow American industries whose pro‘iucts are exempt from the country-
of origin marking statute, ) o

Tn requesting such reaffirmation by the Congress, it-is not intended
that the price of lumber to the American consumer be increased.
Since the Federal Housing A inistration currently uires that
Inmber used in construction insured by.the FHA be grade-marked,.
thete would be very little if ‘ani additiona] cost involved in the require-
- ment that lumber also be marked to show the country of origin. We
would contend that there are many U.S. lumber consumers who have:
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an innate preference for lumber products manufacturéd- by their
fellow workers, Without the marking requirement, however, they
cannot pursue this preference. - . . . .

Mr. Chairman and gentlemen of the conimittee, we strongly recom:
mend that Senator Jordan’s amendment to H.R. 2518,. which would
require the marking of imported lumber sind wood products to indi-
cate to the ultimate purchaser-in the United States the name of the
country of origin, be accepted by this committee, and we hope that you
will act favorably on it. ‘ E

“Thaik you:very - mueh,

The Cuaman. Thank you, Mr. MacLaren.

. -Any questions? o L

Senator Anperson. I would just like to ask this. You say some-
thing about the lumber industry being one of the few American in-
dustries whose products are exempt. _

. ‘How do you feel about the other industries that don’t get into it?
For example, how do Fou feel about the iniportation of beef?

Mr. MacLaAreN. Well, I am having all of the trouble’I can have with-
lumber, I can’t get too concerned with beef. The beef -boys will
have to look after themselves.

Senator AnpersoN. Then Y)eople who live in beef countries should
they be interested in 'yéur,-Er'o lem'? :
. Mr, MacLazen. I think-they should, legislativewise, certainlly. I
thought you were askin%eme a personal question. If I were a legis-
lator I certainly would be interested in beef just as much as lumber.

-Senator ANpErsON. Yes. I was just down in San Antonio yester-
day to talk to the Texas & Southwest Cattle Growers Association
and they are little concerned because the price of beef has dropped
and they blame imports for it. : B

One man had 1,090 steers to feed and they have gone off $8 a
hundred and that runs into real money. : o :

Do you think we should require that this beef be stamped, “Pro-
d.uce;,,d? in Australia” when it comes in, or “Produced in the Argen-
tine : ‘ '

Mr. MacLaren. I would think that it should. I ‘don’t see any
reason why anyone shipping anything into the United States should
not be at least cognizant of their own markings so they ¢an take some
pride in their own production. ) ‘

Senator AnpersoN. How about wheat that might come in in bags
in the form of flour made from that wheat? o o

Mr,-MaoLareN. I wouldn’t think we would have much wheat im.
ported into this oonntxY'. ' '

Senator ANDERsON. You don’t. From Canadian sources?

How about métals?

Mr., MacLAreN, That would be rather difficult, I imagine unless
it comes in in large pla’qi‘les. T : 4

Senator ANpersoN. They run the ¢opper ores through the proc-
essing plant, it comes out with sort of fire refined copper in bars.
Should those bars be labeled . o

Mr. MacLareN. I don’t think what we are talking abont, Senator,
is_compatible. I don’t think they are the same ‘thing. You are
talking about something that is coming in_which is going to be con-
verted into entirely different products or wholly unrecognizable from
the average, from the normal or original pieco.

06342—63—4
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“Senator ANDERsON. Doesn’t lumber get converted into houses that
look quite different from the original stack of lumber?

Mr, MacLareN. It may look a little different when it finally gets
up and gets painted but a2 by 4 is alwaysa2by 4.

Senator ANpErsoN. Well, lead and zinc looks different when made
into a product but it is still lead and zine. All of the lead and zinc
mines are closed because of foreign importation.

Mr. MacLaren. ‘We have that problem in Idaho also, we have some
lead and zinc mines there,

Senator AxpersoN. Do you think we should put on a requirement
that imported lead and zine should be labeled ?

My, MacLagrex. T think they should be given consideration and pro-
tection.

Senator A~xpersonN. How do you think that would coincide if we did
all of those things with the Trade Expansion Act of 19627 .

Mur. MacLareN. Well, possibly it would raise a little havoe with it.

Senator Axperson. I think so.

The CuAmmAN, Any further questions?

Senater Dovaras. My, MacLaren, what. is the fundamental purpose
of your support of the Jordan amendment? Is it to reduce the im-
portation of lumber?

Mr. MacLaren. Qur fundamental backing of this, from a corporate
entity, we have had a great many of our small producers in Idaho
who have had to go out of business because of Canadian competition.
We have lying just to the north of the Pacific Northwest this tremen-
dous source of British Columbia lumber, there is probably 15 times as
much lumber there in British Columbia alone as there is in all of the
Pacific Northwest.

Now, the Canadian Government does not operate their forest the
way we are required under our forest provisions or under the way we
want to. We are continually striving for the preservation of our
forests for the generations yet unborn.

In Canada it is pretty easy to buy lumber and it is pretty cheap.

Senator Dovaras, They have more lumber, as you say, than we have.
- Mr. Macliaren. They have a gréat deal of 1t and tila_y don’t par-
ticularly care how they take care of it and they just go in and cut it
down as a swathe, they don’t burn out the brush, or clean it up. It is
cheaper to let it lie there.

Senator Dovaras. Just about the way we were 60 years ago.

Mr. MacLaren. They are not required to build the roads we are
required to build. They are not required to pay the wages or the
fringe benefits. 'They have currency that gives them a big boost. Un-
til just recently they had, of courss, additional help in regard to assist-
ance from the railroads and the provisions of shipment they could
make by water. R 4 4 _ _

With all of these things they have caused small operators in the in-
land empire to go out of business; They cannot compete with this.

Senator Dovoras. Then I take it your answer is that you de sup-
port the Jordan bill because you believe it will restrict the importation
of Canadian lumber? _ o
" Mr. MacLareN, Well, I personally—we ars certainly in favor of
that. We would like a quota. We would like a tariff. But I don’t
think that that is possible.
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Senator Douaras. So that the purpose is to restrict the importation
of Canadian lumber?

Mr. MacLagen. 1t is not to restrict it. It is to bring it into com-
petitive levels.

Senator Douvoras. Restrict purchase and, therefore, restrict the im-

ortation. I can draw in other conclusions from what you are saying.

ou want to reduce the amount of Canadian lumber imported into the

Pnited States so a larger proportion can be supplied by domestic
orests. ‘

Mr. MacLagrex. We would like to have the import of Canadian
lumber go back to the historical basis that they had over the years,

Senator Douaras. Let me ask this question: Is Canadian lumber
ll;:qt_lil%ed by FHA to be graded in the same way that American lum-

ris

Mr. MacLagen. Yes.

Senatov Doveras. So that if it is not kiln dried that will have to
bestatedin thesale? Isthatstamped?

Mr. MacLaren. All of the provisions of the FHA would have to
be lived up to.

Senator Dovaras. Are you claiming that Canadian lumber is in-
ferior to American lumber within a given grade?

Mr. MacLaren. No, sir,

Senator Douaras. You are not?

Mr. MacLaren. No, sir.

L Se;mtor Dovcras. So that the question of quality does not enter
ere

Mr, MacLazren. No.

Senator Doucras. Quality grading is already provided for
Canadian lumber as well as American? :

Mr. MacLareN. And Idaho white pine is Idaho white pine whether
it grows just off the Canadian border in British Columbia or whether
it grows just south in the State of Idaho. God gave us the trees and
he didn’t make the boundary line,

Senator Douaras. And the lumber has to be marked as'to whether
it is kiln dried or atmospherically dried; isn’t that true?

Mr. MacLAreN. Youmean for FHA ¢

Senator Doucras. Yes. ‘ '

Mr. MacLagrex. For FHA some of the restrictions are, I am not
postive as to that.

Senator Douaras. May I ask this: Does Canada require any mark-
ing on American commodities going into Canada?

r, MacLAREN, We are not allowed to export-into Canada without
a high tariff. There are restrictions placed on lumber, -

Senator Doveras. If commedities do go into Canada is—does Cen-

ada require that they be marked with the country of origint
"Mr. Macl.aren. Not lumber.

Senator Dovaras. Not lumber?

Mr. MacLaren. Not on lumber, '

Senator Dovcras. So this would be imposing a requirement on
Canadian lumber which Canada does not now impose on American
lumber? , : e

- Mr. MacLaren. Canada does not allow us to export lumber'in there,
They have so much of their own it would be kind of senseless to do

N B

it anyway.
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Se_n%toyﬂanopAs. You say it doesn’t allow, in what way does it
limit the importation?

Mr, MacLAreN. A high tarift,

Senator Doucras. What js the tariff?

My, MacLareN, Ican't answer that.

Senator Douaras, What ig our tariff ¢

Mr, MaoLareN., Maybe Mr. Jobe., ‘

Mr. Jore. If I may, Senator, the tariff on the same species we are
discussing here is 10 percent going north into Canada, coming south
from Canada into the United States its averages is about 1.3 percent.
Wae are talking now about a $60 item,

Senator Douoras. Now, if we tried to negotiate a reciprocal agree-
ment with Canada under which Canada would reduce the tariff on
American lumber, wouldn’t that be a better proposal for us than to
lead off placing{ a requirement on Canada lumber which they do not
impose on ours

{r. MacLagen. I think what we are up against really, sir, is the
uestion of the treatment of their industry in Canada as compared to
the treatment in this countriy. )

The advantages specifically granted to that industvy by the Govern-
ment in Canada—— .

Senator Douveras. Suchas? ‘

Mr. MacLaren. Such as the treatment of the raw material cost.

Senator Douaras. Stumpage. . e

Mr, MaoLareN. Ninety percent of the raw material in British Co-
lumbia is Governinent-owned, which is not true in this country, and
their handling of that raw material is such that it prices at about $7
where our comparable species would price at about $25, just one item,
and across the board you find this type of treatment i)eing given to
this industr%.

Senator Doucras. Isn’'t that becauss of the superabundance of
ICanlz:dif?m lumber as compared with comparative scarcity of American
umber

Mr. MacLagreN. Well, it is—the reasons are a})parent to us. It
gets beyond the scope of this particular measure. I think probably it
18 due to the fact that they must-export their lumber. = Their domestic
consumption will not satisfy their production potential. They were
forced out of the United Kingdom market by the entrance of Russian
lumber of 2 years ago. They turned that—that production naturally
turned south in order to take over our market, they took-——

Senator Douvaras. They have lower stumpage rates.

Mr. MacLagren. They took whatever steps were necessary, probably
the most dramatic was their dollar devaluation.

Senator Douaras. That was last year?

Mr. MaoLaren. Yes.

Senator Doucras. Previously the Canadian dollar had been at a 5-
percent premium isn’t that true?

Mr. MacLaren. During—

Sengtor Douoras. $1.05 and then $1.03.

Mr. MacLagen. During the fifties, that hovered over 1957, 1958,
1950 over the dollar. It fluctuated up. ‘

It is very interesting to note, sir, that on the lumber that Canada
exports to the United Kingdom is marked “Made in Canada.” They
must have some stamping devices,
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Senator Dovaras. Ididi’t hear that.

Mr. MacLAgreN. In other words, the lumber that Canada now ex-
horts to the United Kingdom, which is in competition with Russian

uinber or lumbei' coning down from Finland, and so forth, is stamped
“Made in Canada.” ‘ :

Senator Dovaras. That is supposed to further the sale in England
because of the attachment which the mother country has to the self-
governing dominions; isn't that truef

Mv. MaoLagen. Yes. ‘

Senator Dovoras. It is your belief, however, that a stamp “Cut in
Canada” or “Made in Canada” would diminish the market for
Canadian lumber hére; isn’t that true?

Mr. MacLiren. It might possibly but it would at least give us a
preference to buy American, if we so desired.

Senator Douor.as. Yes,

Mr. MacLaren. What we actually get down——

Senator Dovaras, How would you feel if Canada were to take the
commodities which we sell to it, and were to stamp them “Made in
the United States”? ‘

. Mr, MacLarex. Don’t we stamp all of them “Made in United
States”?

Senator ' Doucras. We export more to Canada than we import.
Suppose they were to stamp our textiles “Made in the United States”
stamp our, all our products “Made in the United States”?

My, MacLarex. We would agree to have it stamped “Made in the
United States.”

Senatér Douvgras. What? A

Mr. MacLarex. Stamped “Made in the United States.”

Senntor Dovaras. You would agres; how about the textile interest

MirMacLaren, Ithink they do already, do they not?

Senator Dovar.as. The dpqi_nt is this is a game at which two can play,
and you follow the Canadian papers and you know what is happenin
p in Candda. There is a very freat tide of anti-Americanism whic|
is sWeeping through Canada. It is unsafe for any Canadidn states-
man to protest warm devotion to the United States. Some get votes
if they attack the United States. Some of the more conscientious
]politicians try to restrain this and not say it openly, but do distinctly

iint at it. '

Now, if we require Canadian lumber to be stamped and the’obvious
purpose that you are advocating in this is to diminish the sale of
Canadian lumber here, there would be no other purpose, isn’t it in-
evitable that Canada ywill adopt retaliatory measures?

- Mr. MacLarex. Well, it is an alternative, I suppose, that they
would have. " ,

* Senator Dovaras. Yes. Well, it is an alternative that they would
inevitably take, isn’t that true?

Mr. MacL ~en. Well, suspect they would.

Senator Doveras. Yes.

Mr. MaoLarex. But when you and I diséuss tkis on a personal
basis, T am thinking of these people whose livelihoods is in the United
States, American citizens who are no longer gainfully employed. I
am thinking of an inddstry that sits by that sees itself sacrificed on
an altar of concessions made to other industries.
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Senator Douaras. Wehaveto consider the general trade. -

., Mr. MacLaren. That is what we are up against and we hope some-
thing can be done so it can be balanced off., .

© Senator Douaras. Don’t you think that almost inevitably if we
. were to pass the Jordan amendment that whichever government is in
power in Canada would be compelled to put a retaliatory measure
upon American goods? . .. .

Mr. MacLagreN. I don't think so, Senator.

Senator Douvaras. How can you explain it ¢ P

Mr. MacLagex. The'reason I think was best explained by Senator
Magnuson., These people are not crazy enough to think we are going
to let them choke this down our throats over a period of years without
our getting mad and doing something about it. e have been in the
lumber industry, one of the great industries in the United States of
America; we have been one of the forerunners, we have probably
develope(i more land, made more production, we have been one of the
finest Americanizing and settling agents that this country has ever
had. The Canadians know this, .

The Canadians, if they see that there is a little bit of spine in our
reaflirmation of a congressional .policy here, where we say, “Sto
beating our boys on the head with their own club,” and they will
then be perfectiy willing to come back in on a basis of their historical
})acl;)%round of, let us say, 5 percent of the consumption of the U.S.

umber. ,

. Senator Dougras. Then——

Mpr, MacLaren. I, for one, would defend to the death not sitting
uietly by and seeing an American go without food while some
anadian eats, and I don’t care how much trouble this will cause for

some other ssgment of the industry and I know it would cause trouble
and will undoubtedly cause trouble for you folks in trying to-juggle
one thing against the other.

But I figure this is why we have you fine gentlemen in office.

Senator Dovaras. I am not reproving you for testifying the way
you are testifying, not at all. But we have to consider the interests
of the Nation, not merely the interests of a specific industry. :

My, MacLarex. There is one thing, sir, that you take unfair ad-
vantage of me. . o ' :

Senator Doucras. No; I don't.

Mr. MacLaren. Yes; you do.

Senator Dougras. I don’t mean to. .

Mr. MacLagrey. I say this in all sincerity. You ask me a question
and I am only little me, but I have watched and admired the astute-
ness with which you'ap[iroach problems for a good many years; and
the other gentlemen that I saw here today. o

In fact, I never.thought that a country boy from Idaho would be
here today and I appreciate it very much. . . oL

Senator Doucras. You are very disarming the way you approach
these matters, . . i

 You say that’ Canada does not stamp American goods with'the
country-of-origin label but you- want us to do that fo-Canada, and
this is imposing 'a requirement on Canada: which she does not impose
onus. Your statement.of the alleged unfair advantages which C4nada
has seem to be confined, (a) tolower stumpage cost§—-.. - '
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Mr. MacLagren. To— HE L

Senator Dovugras, Just let me finish, please—which may be due to
a greater quantity of timber rather than to intentional discrimination,
and secondly, a higher tariff rate;.and the suggestion I.make is-
wouldn't it be better to try to get them to lower their tariffs than
for us to try to impose a marking requirement? . ' o

Mr, MacLarex. There isn’t enough volume. I mean we would
not ship lumber up there. They have got lumber of their own, X
want to make this point clear to you: From the day that my employer
Potlatch Forests asked of the Congress, of the Members of the Con-
gress, of the trade associations that we belong to, of our fellow com-

etitors in American lumber, to mark Jumber, or to at least be in
favor of marking and to require America to mark, evelgostickof
Potlatch lumber, and there are millions and millions of board feet
have been marked “Made by Potlatch Forests, Inc., in the United
States of America,” every board.. ‘ :

So we—this isn’t some idle thing that we are talking about. We
are not trying to get anybody else to do anything that we are not
equipped and willing te-do ouiTselves: .

Senator Dougegs. Well, you are markiyg g, of course, and I sup-
pose that dogsfi’t hurt your sales, does it, butygn’t the fear of Canaga
that a marking of products ing from outdide the country will

arouse s/sentiment against tfe products of that Rarticular country
and if e'Trde wotld should we impose Nyis psychologica]’
f he impqrtation of Tumber from
outgide the fres
. United \States from

af is unmatked coming

in{from Cangada. i X why I don’t think the retaliatory

mensures so far as tlie ‘ ape concerned would b¢ very strong

and I don’t y

- 8\ GLAS. > ook ; ghy American

builders who, or consumers~yho, 6 Jordap amendment?
i lumber/and, therefore,

What\effect would thi
on the d¢st of building ?
X None.
Wouldn’t ermit high cost American
cost Canadian luinher and, therefore—— : .
- Mr. MacLaren. They-can_buy-an¥ Jumber they want. They can
buy the lumber stamped “Made in Canada.” R *
enator Douaras. Yes; but isn’t it your hope that the feelings of
nationalism would so operate as to diminish the market for Canadian
ldimber and lead to the substitution of higher cost American lumber
for lower priced Canadian lumber? =~ - T o .
* Tsn't that really the basic purpose of the resolution? I am not say-
- ing whether it isgood orbad. , ‘ '
- Mt, MacLaren. Only if the'builder prefersit; Senator.
!« Sénator Dotoras: 'What?

O

ber to replace lower
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Mr. MacLaren. Only if the builder prefersit.

Senator Doucras. Does the builder prefer, other things being equal,
to pay a higher pricef

Mr, MacLaAreN. Therse would be his own personal determination.
I can't answer for him. I personally buy things made in the United
States of America that would cost me more than buying something
made in Japan. I take great pride in doing that. In fact, I eat Sen-
ator Anderson’s beef in preference to Argentine beef.

Senator Douar.as. That is, what you would say is that all products
coming into the United States should be so stamped so that the ulti-
mate consumer can identify them ¢

Mr. MacLarexn. Iwould say so;yes.

Senator Dougras. -What effect (ﬁ) you think this would have in in-
ternational trade? Would it permit the organization of boycotts.

Mr. MaoLareN. I amnot—

Senator Doucras. I am not going into the question of boycotting
goods from outside the free world. But do yon think it would be a
gooclldtghing to have boycotts organized for products inside the frea
wor

Mr. MacLagen. I don’t think I am enough of a student of interna-
tional trade relations to answer that,

Senator Douaras. Well, thank you very much.

Mr. MacLaren. Thank you.

Senator Dovucras. We will recess until 2 :30.

(Whereupon, at 12:25 p.m., the committee recessed, to reconvene
at 2:30 p.m. the same day.)

AFTERNOON SESSION

The CHAIRMAN. The committee will coms to order.
- The next witness is Mr. Eugene Stewart of the Glass Container
Manufacturers Institute.
Mr. Stewart, take a seat, sir.

STATEMENT OF EUGENE STEWART, ATTORNEY, REPRESENTING
THE GLASS CONTAINER MANUFACTURERS INSTITUTE

Myr. Stewart. Mr. Chairman and members of the committee, I
have 1la. prepared statement which I would like to have inserted in the
record.

The Cuaman. Without objection, it will appear in the record
following your oral testimony.

Mr. STewart. I propose very briefly to summarize that statement
as I would like to reserve the major part of my time to respond directly
to the principal questions that were raised this morning by the Sen-
ator from Illinois and other Senators.

It occurs to e that the information I may offer on those questions

may be of interest to the Senators and, I hope, even informative.
. I}; it pleases the chpirman and the comnittee, my name is Eugene
Stewart, an attorney representing the Glass Container Manufacturers
Institute. This is the trade association that represents the domestic
producers of glass containers accounting for more than 90 percent, of
domestic shipments,
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" This association fully supports tlie'enactment of H.R. 2513 for three
principal reasons: ,
" First, it would provide the American ¢onsumer with basic informa-
tion which he needs in order to exercise his preference for or against
products of domestic origin. ‘

No. 2, it would provide the basis for fair.play between domestic
and foreign products in the American market, because without mark-
ifng of origin foreign goods are often assumed to be of domestic manu-

acture,

Thirdly, and with particular reference to this industry, marking
of origin on foreign produced containers would tend to protect the
goodwill which this industry has secured from the American con-
sumer, and the integrity of its products. ‘

As you may be aware with any article made of glass, and certainl
with %llass containers, there is a product liability aspect to the bus:-
ness, that is to say, that glass bréaks. Carbonated beverages and beer
and the like ¢an, if the bottle is not adequately niade, lead to break-
Sge when the bottle is in the hands of the consumer and, therefore,

amage. ‘

At the present time, and for the past 2 years, glass containers for
beverages and for food have been imported in substantial quantities
under a customs ruling that exempts those articles from’the neces-
sity of carrying the mark of foreign origin. L

e, therefore, find that there 1s being injected into the U.S. market
glass containers of unidentified origin that may result in unsatisfac-
tory experiences with consumers which will affect the integrity of the
products of domestic manufacture, and the good will which we now
enjoy from the American ¢onsumer.

he committee needs to know that more ‘than 97 Percent of all glass
containers of American origin have embossed on the bottle the trade
mark of the manufacturer, an indication of sonrce. '

In the end use category of bottles and jars for food, beverage, drugs,
household and industrial, 100 percent of the containers made in this
country bearthis identifying symbol. A

So far as product liability is concerned, therefors, it is possible at
all times when breakage occurs for the consumer and everyone con-
cerned to know exactly who made the article. ,

But with the influx of foreign articles with no mark of origin, and
no distinguishing mark as to source, the consumer often assumes that
these are of domestic origin. ‘

The customs regulations themselves have clearly provided the bot-
tles, drums, and other containers that are iinported to be filled in the
United States must be marked in some indelible manner to state that
bottle “made in” foreign country or “container made in” foreign
country, with the name. »

In January of 1960, however, the Bureau of Customs made a ruling
that beverage bottles could be imported from Japan by bottlers in this
c«f)‘unf',r}_" without the necessity of the individual bottles bearing the mark
of origin.

In 1960, 50,000 gross, we estimate, of such bottles were imported from
Japan alone.

n the past 3 years 200,000 gross of glass containers of the size cus-
tomarily used for beer and soft drinks have been imported without
marks of origin.
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,Now, statistics of our industry show that on the average a soft
drink bottle is used over 26 tiines; they are returnable containers.

If you take just the imported bottles from Japan, 50,000 gross in
1 year, 26 usages represent 150 million consumer contacts with these
bottles with no identification of origin.
. H.R.2518 ,would require thet when articles of this sort are im-
ported and then filled with a beverage and then shipped in commerc
at the time they are put into commerce there must be a marking o
origin to show the origin of the bottle.

Since this is customarily placed on the bottom of the bottle, when
manufactured, it causes no confusion as to the origin of the contents
of the bottle, which is most often covered by the label on the side or
the bottle top. A

‘Tt would not be costly for the foreign industry to comply with such
a requirement. A

In order to engrave the name of the country of origin on the bottom
plate of the mold used in the automatic bottle-forming machine, at
American wages the cost would be $25 per set of molds.

If the bottom plate were to be replaced entirely, the cost would
be merely $400 per set of molds. The useful life of a set of molds is
10,000 gross of bottles. , \

;I‘herefore, the per bottle cost to the forei%lll Emducer, evenif he -
paid American wages and if he incurred the higher cost of replacing
the bottom plate, would not exceed three one-hundredths of 1 cent
per bottle. L

Glass containers compete in the United States vigorously with cans,
plastic containers, and paper containers. In order that we may com-
pete and hold our position, it is Particularly important for our industry
to give special attention to quality and this aspect of product liability.
This we have done. L

The standards of product manufacture and inspection followed by
the domestic industry in the United States for glass containers are so
high that notwithstanding the possibility of breakage with glass, our
products compete vigorously with the other forms of containers.

Now, however, we are very much concerned that the continued im-
portation of foreign articles without an indication of origin could
undermine this position and, in the end, be detrimental to the busi-
ness interests not only of the domestic industry but also of foreign
produced glass containers. : e

For this reason, we advocate the enactment of H.R. 2513, Without
hanicapping foreign producers in any way or without handicappin‘s
imlporters of glass containers, it would reinstate the minimum groun:
rules of fair play that existed up to 1960 and serve to inform the
American consumers of the origin of articles.so that if they have u
preference for foreign versus domestic goods or vice versa, they have
a factual basis on which to exercise that preference. . .

At this point I would like to take up the principal questions which
seem to have been posed this morning, and very briefly state an opinion
in regard to them. C
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First, the ground for President Eisenhower’s veto of the marking
bill that was passed in 1960. His grounds were twofold: First, this
would be contrary to our foreign economic policy and, secoridly, we
have the Federal Trade Commission to look after matters of this sort.

First, in regard to our foreign economic policy: At the time the
President signed his veto message, the General A%reér"nent on Tariffs
and Trade had article IX which ciearly provided for marks of origin
to-be nsed by all members of GATT on articles imported into their
countries. _ _

It issignificant that during the Eisenhower administration, with the
consent of the United States, article IX, dealing with marks of origin,
was amended to add the following statement : ‘

The contracting parties recognize that in adopting and enforcing laws and
regulations relating to marks of origin, the difficultles and inconveniences which
such measures may cause to the commerce and industry of exporting countrles
should be reduced to a minimum, due regard being had to the necessity of pro-
tecting consumers agalnst fraudulent or misleading indications.

Now, the bill which is before you, H.R. 2513, includes an amendment.
which this committee fashioned when it passed upon the bill that went
to the President in 1960. ‘ ‘

~You were concerned in 1960 that the bill, the marking bill, not
operate so as to impose hardships on exporters of foreign countries
or importers in thig country, and so you provided that the Secretary
of the Treasury could exempt any article where he found that marking
it—
would necessitate such substantial changes in customary trade practices as to
cause undue hardship. :

. In this manner you brought your bill in 1960 into. perfect aline-
ment with our foreign ecoromic policy as expressed in article IX of
GATT asit was amended by the very same Eisenhower administration.

The provision which I have just quoted is present in H.R, 2513, so
that should it occur that any article to be marked would involve a
change in trade practices that would impose hardship, the Secretary
of the Treasury could waive that requirement, ,

I submit that when it was stated to you this morning that the enact-
ment of H.R. 2513 would violate our trade agreements, particularly
GATT, the spokesman was overlooking the fact that article IX of
GATT clearly contemplates the use by every contracting country of
marks of origin. .

Secondly, in regard to the point that the Federal Trade Commission
can enforce the Federal Trade Commission Act so as to prevent decep-
tion in domestic commerce, let me remind the members of this commit-
tee of the situation: ) _

The marking provision of the Tariff Act has coexisted with section
5 of the Federal Trade Commission Act, and the Burean of Customs
and the Federal Trade Commission have cooperated in preventing
articles from moving in commerce which do not bear marks of origin.

If you would consider the situation similar to one in which an animal
would be imported in a diseased condition, you would recognize that
there must be vigilance at the border as well as vigilance within the
domestic market.
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If the tremendous influx of foreign goods is allowed to come into
the United States unmarked as to origin and, thereafter, the Fedoral
Trade Commission must find each article that lacks a marking of
foreign origin, the task would be truly monumental.

Wihen the dongres‘s enacted the Textile Fiber Products Identifiea-
tion Act, the Wool Products Labeling Act, and the I'ur Products
Labeling Act, where the Congress impose(i marking requiretnents
on im})ortcd goods which exceeded simply the marking of origin, in
each instanco the Congress, in its wisdom, provided a twofold admin-
istration. Kirst, the basic administration of those statutes was given
to the Federal ‘T'rade Commission, but nlso each act has a section which
requires the Secretary of the Treasury to see that all imported articles
are marked and labeled and tagged with all of the information re-
quired by thess ncts.

The Textile Fiber Products Identification Act was enacted in 1058
during the last Ilisenhower administration. 'The State Departmnent
opposed the provision of that bill that vequirved mm-king of foreign
orvigin. Novertheless, the Congress enacted that billy and the President
signed it into law.

'he situation today, therefore, is that cortain industries, notably
textiles and fur products, have the benelit of statutes which require
not only marks of origin but detailed marks as to content, while
many other industries do not even enjoi/ the minimum ground rules
of fairplay afforded by the requirement that siimply the mark of origin
be provided,

Now, ILR. 2513 addresses itself only to one class of imported article,
which is imported without marks of origin on the article itsolf, 'T'hese
ave articles which, due to the nature, the smallness of the individual
article or something abont its structure or the grandfather clause of
the Tariff Act of 1030, and the amendment. in 1938, which, for a varviety
of reasons do not. vequire the marking of origin on the article, but do
require a marking of origin on the container in which the article is
imported. Because articles imported in bulk quantities are custom-
arily repackaged and put into the channels of commerco, 1L.R. 2513
is simply directed toward having the imported container of the bulk

uantities carry n legond that states, in effect: “Anyone who repacks
this article is on notice that under penalty of law the repackaged com-
modity should indicate the country of origin.”

Tho reason why this job must be given to the Bureau of Customs
is that it will be necessary for them to see that the imported bulk quan-
tit'y container contains that legend.

T'hen the wholesaler or distributor in commerce in the United States
who has purchased this large quantity will be reminded by the warn-
ing on the big container that when he repackages, he should put marks
of origin on the smaller packago.

There is a second reason why this t];ob should be given to the Bureau
of Customs. The Bureau kee,s on file the import entries identifying
each importation. The Bureau knows who the importer of the article
in lavge quantities is at all times,
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ow, (ho type of ndministration called for heve is not. one in which,

. was represented this morning, the Burean must follow every ship-
ment. thronghout its history in commerce. 'The Bureau of Customs
has oftices throughout. the length and breadth of the United States.
Senators know that articles are imported in bond and transportod
inland, nnd that we have a great port in such cities as Cleveland, Chi- -
cago, and Kansas City, and othor inland poeints, where the bond is
broken, and the customs authorities at that point levy the duties.

Sampling followup is all that will be required. ‘The Bureau has
Treasury agents, access to Treasury agents, who on a selective sam-
pling basis can take the import. entries portaining to thoso articles
imported in bulk quantities, where the articles themselves were not
marked as to origin, and selectively from time to timo the Treasury
agont can call at the business establishment of the importer and just
inquire into tho practices by which that importer is repackaging and
marking as to country of origin.

As was pointed out by a witness this morning, the freedom of do-
mestic producers and retailers to complain when goods of foreign
origin are not marked will call theso to the attention of the Burean
of Customs just as the Anti-])nm‘)ing Act today is enforced logical-
ly on the basis of complaints rather than the Bureau investigating
cach and every importation.

Now, it seems to mo that a decent regard for the realities of tho
situation requires the committes to take cognizance of the fact, No.
1, that requiring marks of origin does not violate our foreign eco-
nomio policy as evidenced by articlo IX of GATT,

Point No. 2, the Federal Trade Commission and the Bureau of
Customs have always worked hand in hand, one policing imports st
the port, the other following up in domestic commerce when laws
of the Congress require marking of origin.

It is notable that the Toxtile Fiber Products Identification Act
was sil;ﬁnsomd largely by the Federal Trade Commission, The Fed-
eral Trade Commission very much desired this legrislation,

The Federal Trade Commission itsolf saw to it that the legislation

included duties on the part of the Secrotary of the Treasury to police
the marking requirements at the port as well as giving the Fed-
eral Trade Commission the customary investigative powers within
domestio commerce.
. In conclusion, therefore, I submit to you that it would be unreal-
istic for you to conclude that your favorable reporting of ILR. 2513
would contravene any foreign obligation, international obligation,
of the United States or result in an unadministrable situation so far
as the Burean is concerned.

I would like to make one final observation: Threo times the Ways

and Means Committee, fully informed of the objections of the State
Department, has unanimously reported this legislation,
. Threo times tho House of Represontatives, fully aware of the ob-
jections of the State Departinent, has passed this Iegislation; once on
n_prior occasion this committee, aware of the objections of the State
Department, took care of those objections by an amendment which
it fashioned itsolf, and reported the bill.
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_ Tt seems to us that due regard for the checks and balances system
of our Government, and the integrity of the legislative branch, war-
rants your reporting this bill favorably in order to correct inequities
to some industries in the United States, notwithstanding the opposi-
tion of the State Department.

Thank you, Mr. Chairman, and members of the committee.

The Cuarryman, Thank you very much, Mr. Stewart.

Are there any questions ,

Senator Curris. My, Stewart, I had to leave the room, and I did
not hear everything you said. .

It is_your opinion that this will not be burdensome in enforcing
it upon the Government of the United States?

‘ 1\&1‘. Stewarr. 1t is my opinion that it will not be a burden; yes, sir.

Senator Curtis. Because, like most other laws, the people who
aye injured by its violation would have a perfect right to report that
information to the Government, wouldn’t they ¢

Mr, Strwart. Correct, Senator.

Senator Curris. Is it your position that while the State Depart-
ment objects to it that those objections are not based, cannot be based,
upon any substantiation of the fact that we would violate any
agreement ?

b Mvr. Stewarr. Correct; it cannot properly be based upon such a
asis. -

Senator Curris. Did the State Departiment have other reasons, as

you interpret their written document 1

My, Stewarr. No, siv. - I have not read the written docwment. T
listened this morning to the testimm(lly of the Commerce and Treasury
representatives who, nt times, alluded to the position of the State
Department. I have read the position of the Department on the
Toxtile Fiber Products Identification Act, which issubstantially along
thesame lines. :

_ Senator Curris. Would you regard the right of the consumer to
know where his purchase came from as a barrier to trade?

Mr. Stewary. It isa great right.

In the case of Heller and Son v. The Federal Trade Commission,
reported at 191 Federal Reporter (2d) at page 954, the Court of
Appeals for the Seventh Circuit stated :

A substantia) portion of the purchasing public has a general preference for
products produced in the United States by American labor and containing
domestlec materlsls, where other considerations such as style and quality ave
equal, and has a prejudice against imported products.

The Federal Trade Commission itself has made similar findings.
Woe know both from judicial and administrative determinations that
the American consumer desires to know the origin of the goods which
he considers purchasing, so that he may exercise his preference whether
for domestic or for foreign goods. :

_ Senator Curris. Well, Lappreciate that.

Now the exercise of that right or that preference does not, by any
stretch of the imagination, constitute a barrier to trade. y
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Mr. Stewart. No, indeed. As a matter of fact, Senator, the State
Department fear that the labelin requirements on imports of textile
fiber products would constitute a barrier to imports of textile products
proved to be groundless. Anyone familiar with the subject will know
that since 1958 there has been an extraordinary and sustained increase
in textile fiber products of all kinds.

If the marking requirements were & barrier, it certainly was not
felt in any measured way on the im ort history since 1058,

Senator Curmis. I am not prepaved to say that this falls within the
Eurview of the matter before us, but I hold in my hand a tool made

‘the Peterson Manufacturing Co., of De Witt, Nebr, It is called
the Vise-Grip Wrench. Incidentally, it is made in a small city, not
a county seat; it employs several hundred people. '

It is o great industry built by a blacksmith, an immigrant from
Denmark.  His daughter believed in his invention. She was a
schoolteacher in a country school, and she bought a used typewriter
and wrote to people and asked them if they would not like to buy her
father’s wrench, A .

From those efforts this industry was started. You will notice that
this container is orange and black. The name of the wrench is the
Vise-Grip Wrench,

Now I'hold in my hand another container which has a picture of o
wrench. The name of this other wranch is Vise-Grip, they are both
packaged the same way, they are both vise-grip. This one is made
i Japan in competition with the domestic wrench.

They have not only copied the color and the design, the name of
the wrench, but I call attention to the fact that on the side of tho
box, of the one made at De Witt, Nebr,, it says:

Hooks on to work with ton grip. Won't slip, -

That is earried on both sides. On the end is the word “Vise-Grip,”
the name of the wrench. _This identical container ifi color and shape
and design carrying the Japanese product says on the side:

Locks on to work with ton grip. Won't sip.

- On the end it says, “Vise-Grip.” '

Now, as I say, there are some factors here which T shall not take
the committee’s time to go into. You do not have to be a mechanic
to realize that the imitation is far inferior to the American proditet
that is imitated. Yet because of designing the box, the container, as
to color scheme, dimension, name of the wrench, claims about - it,
everything, it tends to deceive the purchaser who may pass through
a store and rather hurriedly pick up an article, o y

Now it is my contention that to insist upon fair competition is not

to oppose competition, and to stand for requirements of law that make
full‘cPic]osure to the public i$ not a barrier to trade. I am certainly
pleased at your testimony. here, SRR .
- Coming back to this matter of enforcement, if this act were passed,
the mere:passage of the act might stop as much as 90 percent of the
Practices tiow; 1sn’t that truet - - o Lo S

Mr. Stewarr. That is correct, Senator. That is quite coriéet..

i
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Senator Curris. It will be the minority that would have to be
sought out and maybe prosecuted or, ut least, warned.

Mr. Stewarr. That is correct. ‘

Senator Curtis. I thank the witness. I am sorry I had not been
here all day, and I will have to leave in a little bit. Thank you, Mr.

Chairman,
The Cuamaran. Thank you very much, Mr, Stewart.
Mr, Stewarr, Thank you, Mr. Chairman.
(The prepared statement of Mr. Stewart follows:)

STATEMENT OF EUGENE L. STEWART IN BEHALF OF THE GLASS CONTAINER
MANUFACTURERS INSTITUTE, INC.

Mr. Chairman and members of the committee, this appearance is in behalf of
the Glass Container Manufacturers Institute, Inc., the trade association repre-
senting U.S. manufacturers of glass containers. The 30 domestic producers who
are members of GCMI account for over 90 percent of the U.S. production of bot-
tlesand Jars. )

The industry supports the enactment of H.R. 2513. The reasons for the indus-
try’s support of the legislation include:

(1) The American consumer’s right to know the origin of goods moving in
commerce so that he has a factual basls for exercising his preference for
goods of domestic origin;

(2) The American industry’s right to fairplay in the marketplace so that
goods of foreign origin lacking marking as to that origin are not assumed
to be of domestic origin; and

(3) The American industry’s right to have the goodwill of the American
consumer and his confidence in the integrity and quality of U.S. products
pri)gtiected from dilution by experiences with forelgn goods of unidentified
origin,

Glass containers may be grouped into five broad end use categories: food,
beverage, drug, toiletries and cosmetics, and household and industrial. In the
beverage category, milk bottles, solf drink bottles, and beer bottles are of the
returnable type. In addition, single trls) (nonreturnable) containers have gained
popularity in recent years for both soft drink and beer usage.

Qlass containers compete vigorously with cans and plastic and paper contain-
ers. 'The importation of significant volumes of forelgn-produced glass containers
bearing no marking of origin is damaging to the domestic industry in two
principal ways. First, in direct competition between containers of forelgn and
domestic origin, the absence of marking of origin on imported containers violates
the elemental principles of fairplay and deprives the American consumer of
essential information which he desires in order to exercise his preference for
domestic goods. Indirectly, but with an ultimate significance at least as great
as that just described, imported glass containers lacking marking of foreign
origin undermine the confidence which the domestic industry has carefully
established on the part of the American consumer in the quality and integrity of
U.8.-produced glass containers, and so harm glass containers’ competitive status
with other types of containara.

As the members of the committee can appreciate, there 18 a product llabllity
aspect of the glass container business which deserves and receives constant
attention. It is important for the American consumer to have confidence in the
durability and safety for use of glass containers. Itisimportant for the domestic
producers to keep product llability closely under control as a matter of sound
business practice. In order to be and remain vigorously competitive with cans
and plastic and paper containers, it is doubly important that the glass container
industry maintain the highest possible standard of excellence in its products.

This it has done. By virtue of close attention by the members of the domestic
industry to product, manufacturing, and fnspection standards, the confildence of
the Aetg’erlcan consumer In glass containers has been carefully developed and
assur :
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In the past few years, however, an unsettling factor potentially of major
significance has been injected into these relationships by the importation of
glass containers in large quantities under a customs ruling which has eliminated
the necessity for the individual container to bear a marking of foreign origin,
The result.of this recent development is that there is being injected into -the
American market sizable quantities of glass containers produced abroad, totally
lacking in marking to show the country of origin. These contalners are being
used for some of America’s most popular beverages.

There 18, therefore, an increasing probability of occurrences where U.S. con-
sumers can have unsatisfactory experiences with bottles of foreign origin. Since
the bottles are not marked as to origin, the foreign producers will not be identifled
as the source of these containers; since they are unmarked, the U.S. consumer’s
assumption may we'l be that the bottles aré of domestic origin. Frequent oc-
currences of this sort can direc¢tly undermine the confldence which the U.S;
consumer now holds in U.S. glass containers. The consequence of this can be
that both domestic and foreign glass containers will suffer competitively in
relation to consumers’ preferences for can and plastic or paper containers. :

It is important for the committee to kitow that virtually’ all--97 :pércent &t
more-—of the glass containers produced in the United States bear an indelible
identifying symbol, usually an embossed representation of .the trademark of
the producer, on the bottom or shoulder of thé¢ container. In the food, beverage,
drug; and household and industrial sectors, these identifying symbols appear on
virtually 100 percent of the production. In the smaller volume, toiletry and
cosmetic containers, roughly 90 percent of the conta!ners bear an indelible
symbol identifying the domestic producer. -

At the present time, therefore, it is possible by virtue of the indeuble marking
on the contalner to recognize not only the fact that these glass containers are of
domestic origin, but also the identity of the particular manufacturer who pro-
duced the article. Within the past 2 years, however, there have been brought in
quantities of imported glass containers estimated at several hundred thousand
gross, which bear no identifying symbot and no marking of foreign origin. These
fmported containers are used in the same product categories as domesti¢ con-
tainers, mingle with domestic containers in the trade and commerce of the United
States, aud are coming to the attention of consumers in increasing degree.

H.R. 2513 would require that containers imported in bulk quantities under
circumstances where such containers, following importation, are to be used as
the containers for other merchandise or to be sold for such use, shall be indi-
vldt;:’lly marked so as to indicate to the consumer the eountry of origin of the
container.

If H. R. 2513 is enacted, it will be necessary, as a practical matter, for foreign
producers exporting glass contalners to the United States to have the marking
of origin inctuded in the mold which forms the bottles. When that is done, im-
ported bottles will contain the necessary information in the form of the name
of the country of origin embossed on the bottom of the bottle so that U.S. con-
sumers of the merchandise sold in the containers will know not only the origin
of that merchandise, but also the origin of the container itself. Should the con-
sumer in the future have & bad experience with the imported glass contatner, the
marking of origin on the bottom will serve to idedtify’ that experience’ tt-uthtuuy
with the foreign industry rathér than with the U.S. industry.

The reputation of the domestic industry’s products and the! good will whlch
the domestic industry enjoys with the U.S. consumer will, therefore; ba protected
from unfair dilution by unidentified forelgn glass contalners The consumer
will be able to'exercise his preference for containers of U.8. origin and for prod.
ucts which are merchandized in such containers. 8ince the marking of origin
may be placed on the bottom of the bottle, there will be no confusion as to the
origin of the contents:. Labeling laws and practices require that a puﬁ&dent
identification of the origin of the merchandise withiin the container be placed
there on the contajner by means of labels, bottle eaps; and the like.

The force of H.R. 2518 when enacted into law will be consistent with the
customs regulations which presently provide at section 11.8(g) that ‘“bottles,
drums, or other containers imported empty, to be filled in the United States,
ghall be marked with such words as ‘bottle (or drum or container) made in
(name of country).'”

96342—63-——3
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Unfortunately, this regulation was nullified to all intents and purposes by a
customs ruling issied on January 4, 1960, concerning soft drink beverage bottles
imported froud Japan. The Bureau held in that ruling that bottles purchased
from Japan for various soft drink bottlers in the Pacific Coast States and in
Hawalii, imported in sealed shipping containers marked to indicate Japan as
th{e country of origin, did not require a marking of origin on the bottles them-
selves. N .

Following this customs ruling, which was published by the Customs Informa-
tjon Exchange, bottlers of beverages were in the position of being able to import
glass containers, and to fill those containers with beverage and ship them in
commerce in the United States with no indication whatsoever of the foreign
origin of the container. Following this ruling in 1860, imports of bottles from
Japan of the size customarily used for soft drinks increased from about 2,000
gross to more than 50,000 gross in the space of a year. These were returnable-
type beverage bottles which, on the average, are used 26 times during their life,
‘When, therefore, you multiply 50,000 gross returnable containers by the average
usage of 26 per bottle, it {s evident that a potential consumer usage of more than
150 million is involved. These data {llustrate the far-reaching effect which the
level of imports already experienced could have on the welfare of the domestic
industry and the confildence which its products enjoy in the American market
simply as a result of the absence of marking of origin on the imported containers.

There should be no difficulty in the administration of H.R. 2313, so far as
glass containers are concerned. First, the 60-day period which will elapse fol-
lowing enactment before the law becomes effective will enable forelgn producers
to ship their current productlion or inventory of containers destined for the
American market, .

Second, the fact that virtually all domestically produced glass containers
bear an identifying symbol establishing the fact of ‘domestic manufacture and
the identity of the domestic producer will facilitate the fdentification of bottles
of foreign origin.

Third, the cost {involved for modifying existing molds so as to emboss marking
of origin on future production is so slight that it could not concefvably constitute
a deterrent to foreign producers. All that is required is for the producer to
cut the name of the country of origin in the bottom plate of the mold, or, at
‘worse, to replace the bottom phkite. Cutting the name in the mold at Amerlcan
wage rates would cost no more “han $25 per set of molds for a six-position auto-
matic machine; replacing the bottom plates entirely would cost no niore than
$400. The life of a mold is measured by the production of 10,00 gross of con-

tainers. When the cost of molifying or replacing the bottom plate, therefore,
is projected against the production which can be expeéted on the average form
of mold, we find that the cost per bottle at worse of complying with the law
would not exceed three-hundredths of 1 cent, ’

* CONCLUSION

The domestic industry producing glass containers urges the enactment of H.R.
2513. It would, without hardship to forelign producers or importers of glass
contafners, reinstate the minimum ground rules for fair play between
imported and dome<tic containers by informing U.8. consumers of the source of
containers used by them. It would prevent the good will of the domestic pro-
ducers and the confidence of U.S. consumers in the integrity of domestic glass
containers from being undermined by the confusion which potentially can
exist through widespread. unfortunate occurrences by U.S. consuners with
ifmported glass containers lacking marking of foreign origin. The bill {8 vita}
to the future stabllity and welfare of the domestic industry and its employees.

The Cuarmyan. Our next witness is Mr, Becher A. Hungerford.
Please proceed, Mr. Hungerford.
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STATEMENT OF BECHER A. HUNGERFORD, REPRESENTING GEORGE
P. BYRNE, SECRETARY, SERVICE TOOLS I:ISTITUTE, SOCKET
SCREW PRODUCTS BUREAU, TAPPING SCREW SERVICE BUREAU,
UNITED STATES CAP SCREW SERVICE BUREAU, UNITED STATES
MACHINE SCREW SERVICE BUREAU, UNITED STATES W0OD
SCREW SERVICE BUREAU, TUBULAR AND SPLIT RIVET COUNCIL

Mr. Huxoerrorp. Mr. Chairman and members of the committee,
I am happy to have the O]I)Portunity to testify on H.R. 2513,

My name is Becher A. Hungerford. I am an associate and repre-
sent George P. Byrne, Jr., who is secretary of the Service Tools In-
stitute, the United States Wood Machine, Tapping and Cap Screw
Service Bureau, the Machine Screw Service Bureau, the Socket Screw
Products Bureau, and the Tubular and Split Rivet Council and the
Alumina Ceramics Manufacturers Association, which "i\)\chl(les the
Coors Porcelain Co. :

These are trade associntions representing approximately 150 manu-
facturers, such as the one exhibited up therve, hand tools.

These manufacturers strongly urge the enactment by Congress of
H.R. 2513, a noncontroversial bill-—the principal purpose of which is
to protect American consumers from unfair deception and misrepre-
sentation,

The people we represent. ask speedy and favorable action on this
legislation because, when enacted into law, H.R. 2513 will be a power-
ful aid in stopping the growing practice 1 the trade of repackaging
low-wage cost imported products and palming them off on the unsus-
pecting public in new packages with no marking thereon to indicate
that the contents are imported or their country of origin.

The true value of H.R. 2513, we feel, can be seen by an examina-
tion of the objectives, which are mainly to: (1) Remove the unfair
advantage which imported goods have over domestic products when
such packages containing low-wage cost imported items are not marked-
with the country of origin and are offered for sale as apparent domes-
tic products at. prices far below those for which the domestic product
can be sold; (2) to properly identify to the American:public, pack-
ages made up in the ll}nited tates containing imported items originat-
ing in countries located behind the Iron Curtain; and (3) to elimi-
nate the growing practice of commin((;i ing domestic products in new.
pa%(asge: ’\,vith imported - products, and marking the packages “Made
m U.S.A, o :

NEED FOR THIS LEGISLAT(ON

There is & great-need for, this legislation. Import statistics show
that large quantities of low-wage cost imports, many of which are not '
customarily individually marked with country of origin are entering
the United States. I have submittéd a statistical report indicating
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the growing trend of imports of one of those products, that is, wood
screws, As will be noted from these statistics the American wood
screw market has been usurped to-the extent of about 75 percent by
foreign wood screws. . : e

. Imported 'grqduas, including serews, nuts, rivets, wa8hers, small
tools, electrical parts and other items, are coming in from a number
of foreign countries'in large bulk quantities. The large contairiers
of these imports reach the importer’s warehouse or place of business
and then are often removed from their large shipping containers and
put in small American-type packages, which ‘packages are offered.for
sale in the United States with no marking to indicate the origin of
thocontehts.. . . o e
. Thus, the American purchasers are misled into believing that they
are purchasing products made in thé United States. I have submitted
three samples, of nex:"ipackages of im(f)oi-téd pm‘%'u‘cts’ made up in the
United Statés, marked “A,” “B,” and “C,” and there are somé other
exhibits which we.previously submitted, all of them being imports,
and in new packages with no indication on the package that they are
imports. - - ‘ \

PRACTICABILITY OF ENFORCEMENT

- Regarding the practicability of enforcement, we concur in the
statement made by the previous witness that this is quite unnecessary
to have any concern about that. et o

" The Customs Bureau is already taking action on violations of mark-
ing requirements under section 304 .of the U.S. Tariff Act as they,
apply to (@) imported items required to be marked and (3) to con-
tainers in which impotts into the United States reach the ultimate-
conswmer, . , _ N ’ o
-71t/i8 ‘imfortant to nots that in a’large number of such cases the
violations are discovered after the imports leave U.S. ports of entry,
arid evidencs of the violations in many such cases is supplied to Cus-
toms by representatives of domestic industry in all parts of the
country., . i ool e e

: Indu'gtry representatives frequently visit manufacturers, jobbers,
wholesalers; dnd dealérs and are alréady refforting to their principals
nuineous casés ‘of imported items répac aied and sold by the import-.
ers ahd’difstqbﬁtbl's with “ino‘ marking on the new' packages t6 indicaté
country of origdn, . - ot e e TR e T e e
" 'We believe &gt'the‘U.S." Customs Bureai'is the best agency to.4d-
minister H.R. 2513 because of its administrative functions in connec-
tion with imports. Alfo, éxperiencs lias showri that evidence of mark-
ing violations, relating to imported. products -re%nred. 4o, be marked
and containers. of ”fgi%orts originating abrohd which réach’ nltimate,
consumefs as supplied to Clistor p'Bnr,eau'.bg sfxéesentapi‘g'és gti:‘dé,iﬁes:'
tio indystry has redulted in’prompt. and effectivs action’ by the Cus-
tonig autHoritids.”” '

:I,ﬁ
t
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" COMPLIANCE NO PROBLEM .
ISERYEE B I ‘ \ : . ey .,
~ Regarding the compliance with H:R. 2513, we believe that once H.R.
2518 becomes law all repackagers of imported items need do to comﬁ)lﬁ
will be to mark the name of the country of origin plainly in English -
on the new package—a véry simple requirement for. the protection of .
customers. This requirement. should have no ‘effect oni the:demand’
for domestic and imported gi'odmbs, and dtie to the keen competitive
conditions. today. between domestic and imported products,: whole-
saletd; jobbers, and rétailers will be obliged to continue'to stock both
domestic and imported produets. ..~ R
Also it should be borne in mind that' the marking of. packages of
imports with country of origin is already required in a number of
foreign countriés, - . .-+ R e L O :
Furthermore, instead of 'nterfe‘tiing ‘with'trade, thé clear rules for
identifying the source of thé contents of packages of imports made
Ep.in this'country, will promote trade by insuring ¢he buyer what
eis getting. T R T
T ai lack of ‘confidence b‘{) buyers 'is manifested in many cases
where they have no quick reliable way.of aséertaining whether goods
are imported or. not, particularly where domestic products made
according to U.S. standards of quality and design:areé preferred. °
Under the circumstances outlined ahove, weé again urgs favorable
consideration and speedy enactmentof H.R.2513. .. .° ' .. |
.»'To this statement, which we are turning in for the record, we have
ap%ended a list of our manufacturing member compsnies.” = -
hank you, Mr. Chairman, -~ ' .= " 7 v o
" The CizatrMaN. Thank you very much., Any questions?. e
Thank you. R e R T IUE
. 1SThe ')a‘ddenda to’ th? statement, ‘presented by  Mr. - Hungerford
ollows: S (A S
... MANUFAOTURERS OF SEmVICE Toqrs . | .
Advertising Metal Display Co., 4620 West 18th Street, Ohfedgo, MH1i* - =1 ..
Apco Mossberg Co., 25 Lamb Street, Attleboro, Mass. i
Apex Mechine & Tool 6., 1025 §outh Patterson Boulevard, Dayton 2, Ohio.
Armstrong Bros. Tool Co., 5200 West Armstrong Avenye, Chicago 30, Ill..
Baltimore Tool Works, 1110 Baco Stret, Baltimoro SO . - - * " " -
B“E.fi’é’t“e:?,“é%‘&?fé%‘w? 00l Divislon (Crescéfit Niagard Cérp:); 228 Louisi:
Bergman Tool Manufacturig Co., Inc.,; 1578 Niapara Streéf, Buftalo 18 'N.Y. " *
o Bt Mo

s

H

The Blllings & Spencer Co, (Oregcent Niagara sk Laurel Street,

H. Boker & Co., Inc., 101 Duane Street, New York & NY,, . ., ..~ ",
The Bridgeport Hardwaré Man éctti}ﬂp%vbbrﬁ.‘, %c’bgléld "AVenye, Brligeport 6,

Conn,
0 & G Wheel Paller Co,, Inc, Scio, N.XY.
Champion DeArment Tool Co., 1306-16 South Main Street, Meadville, Pa.
Crescent Tool Co. (Crescent Nlagara Corp.), Jamestown, N.Y.
Dlamond Tool & Horseshoe Co., 4602-04 Grand Avenue West, Duluth 7, Minn.
Duro Metal Products Co.. 2640-59 North Kildare Avenue, Chicago 89, Il

3
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Fairmount Tool & Forging, Inc., 10611 Quincy Avenue, Cleveland 6, Ohlo.

Forsberg Manufacturing Co., 123 Seaview Avenue, Bridgeport 1, Conn.

Kennedy Manufacturing Co., Van Wert, Ohio,

Mathias Klein & Sons, 7200 McCormick Road, Skokle, Chicago 45, Ill.

Kraeuter & Co., Inc., 585 18th Avenue, Newark 3, N.J.

Lectrolite Corp., Box 157, Deflance, Ohlo.

McKalg-Hatch, Inc,, 125 Skillen Street, Buffato 7, N.Y.

Metal Box & Cabinet Corp., 4716 West Lake Street, Chicago 44, Ill.

Midwest Tool & Cutlery Co., Inc., Sturgis, Mich.

Moore Drop Forging Co., 35 Walter Street, Springfield 7, Mass.

New Britaln Machine Co Post Office Bov 1320, New Britain, Conn.

Nupla Manufacturing Co., '1026 North Sycamore Street, Los Angeles 38, Calif.

Owatonna Tool Co., Oatoona, Minn.

P. & C. Tool Co.. Box 5926, Milwaukee P.0., Portland 22, Oreg.

The Peck, Stow & Wilcox Co., Mill Street, Southington, Conn.

Penens Corp., 3900 Wesley Terrace, Schiller Park, Il

Proto Tool Co., Box 3519, Terminal Annex, Los Angeles 54, Calif.

Petersen Manufacturing Co., Inc., DeWitt, Nebr.

H. K. Porter, Inc., 74 Foley Street, Somerville 43, Mass.

‘I'he Quality Tools Corp., New Wilmington, Pa.

Reed & Prince Manufacturing Co., 1 Duncarn Avenue, Worcester 1, Mass.

Ryan Tool Co., Southington, Conn.

The ShennanoKlove Co., 3535 West 47th Street, Chicago 32, Il.

Snap-On Tools Corp., Kenosha, Wis.

Stanley Tools Div lslon The Stanley Works, 111 Elm Avenue, New Britain, Conn.

Stevens Walden, Inc., 475 Shrewsbury St., Worcseter 4, Mass.

Stream Line Tools, Ine,, Condver, NO. -

P. A. Sturtevant Co., Addison, Il1.

Unfon Steel Chest Corp., 54 Church Street, LeRoy, N.

Upson Bros., Inc., 65 Brond Street, Rochester 14, N. Y

Utica Drop Forge & Tool Dlvlqlon of Kelsey-Hayes Wheel Co., Cameron Road,
Orangeburg, S.C.

Vaco Products Co., 317 East Ontario Street, Chlcago 11, 11,

Vaughan & Bushnell Manufacturing Co., 135 South LaSalle Street, Chicago, Il

The Vichek Tool Co., 3001’ East 87th Street, Cleveland 4, Ohio.

Waterloo Valve Spring Compressor Co., Waterloo, Iowa.

Wilde Tool Co., Inc.,, 13th and Potlawatomle Streels. Hiawatha, Kans.

J. H. Williams & Co., 400 Vulcan Street, Buffalo 7, N.Y

J. Wiss & Sons Co., 11—45 Littleton Avenue, Newark 7, h J.

The Wright Tool &. Forge Co., 42 East State Street, Barberton, Ohio.

Xcelite, Inc., Orchard Park, N.Y.

MANUFACTURERS OF Wo00D  SCREWS

American Screw Co., Wythevllle, Ya. .,

Atlantic. Screw Works, In¢., 85 Charter Oak Avenue. Hartford 1, conn.

Contlnental Screw Co., 459 Mt. Pleasant Street, New' Bedford Mass

Elco Tool & Screw Corp 1111 Samuelson Road, Rockford, Ill.

National Lock Co., 1002 7th Street, Rockford, Il

Thg l;1leonal Screw & Manufacturing Co., 2240 East 75th Street Cleveland 4,
0. .

Reed & Prince Manufacturing Co 1 Duncan Avenue, Worcester 1, Mass.

Southern Screw Co., Box 68, Statesvllle, N.C.

Whitney Screw Corp.. Nashua, N.H.
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MANUFAOTURERS OF MACHINE SCREWS

American Screw Co., Wytheville, Va.

Anchor Fasteners, Inc., 'ost Office Box 2029, Waterbury 20, Conn.

The Blake & Johnson Co., 459 Thomaston Avenue, Waterville 14, Conn.

Camcar Division, Textron Industries, Inc., 660 18th Avenue, Rockford, Il

Central Screw Co., 600 South Michigan Avenue, Chicago 5, I11. .

Continental Screw Co., 469 Mount Pleasant Street, New Bedford, Mass.

Elco Tool & Serew Corp., 1111 Samuelson Road, Rockford, 111,

Great Lakes Screw Corp., 13631-13651 South Halsted Street, Chicago 27, Ill.,

Machine Screw Department l—larvey Hubbell, Inc,, Box H, Barnum Statlon.
Bridgeport, Conn.

Illinois Tool Works, Inc., 2501 North Keeler Avenue, Chicago 39, Ill.

International Screw Co., 9444 Roselawn Avenue, Detroit 4, Mich.

Mid-America Fastehers, Ine., 10112 Pacific Avenue, l-‘ranklln Park, 111,

Midland Screw Corp., 3129 West 36th Street, Chicago 32,111, -

National Lock Co., 1002 Seventh Street, Rockford, 111,

Thghflatlonal Screw & Manufacturing Co., 2440 East 75th Street, Cleveland 4.

0.

Pawtucket Screw Co., 133-148 Hughes Avenue, Pawtucket, R.1.

Pheoll Manufacturing Co., 5700 Roosevelt Road, Chicago 50, Il).

Reed & Prince Manufacturing Co., 1 Duncan Avenue, Worcester 1, Mass,

Screw & Bolt Corp. of America, Southington Hardware Division, Drawer 271,
Southington, Conn.

Southern Screw Co., Statesviile, N.C. )

United Screw & Bolt Corp., 2513 West Cullerton Street, Chicago 8, Il

MANUFACTURERS OF SELF-TAPPING SCREWS

Anierican Screw Co., Wytheville, Va.

Anchor Fasteners, Iuc Post Office Box 2029, “ aterbury -20, Conn.’

Atlantic Screw Works, Inc- 83 Charter Oak Avenue. Hartford 1, Conn.
Camcar Division, Textron lndustrlesg Inc., 600 18th Avenue, Rocktord. Iil.
Central Screw Co., 600 South Michigan Avenue, Chicago 5, 111,

Continental Screw Co., 459 Mount Pleadant Street, New Bedford, Mass.
Elco Tool & Screw Corp., 11118amuelson Road, Rockford, 11l

Great Lakes Screw Corp., 13631-13851 South Halsted Street, Chicago 27, IlL
Harvey Hubbell, Inc., Box H, Barnum Station, Bridgeport, Conn.

Illinois Tool Works, 2501:North Keeler Aveniuie, Chicago 39, 111, -

Midland Screw Corp., 83120 West 36th Street, Chleago 32, nil.

Mid-America Fz‘steners. Inc., 10112 Pacific Avenue, Franklln Park, 1.
Nattonal Lock Co., 1062 Seventh Streef, Rockford, Ib. -

Tt};&hg\’atlonal Screw & Manutacturing Co., 2440 East 75th Street, Gleveland 4’

Parker-Kalon, a divisfon of General Amerlcan Transportntlon Oorp Clltton, N. J

Pheoll Manufactutipg Co.; 5700 Roosevelt Road, Chicago 50, TlL.- -

Reed & Prince Manhfacturlng Co., 1 Duncan Avenue, Worcester 1, Mass.

Southern Screw Co., Box 68, Statésville, N.O. .

Screw & Bolt Corp. of America, Somhlngton Hardware Divlslon Drawer 271
Southington, Conn,

United Screw & Bolt Corp., 2513 West Culletton Street, Chlcago 8, lll
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MANUPFAOTURERS OF CAP SCREWS

Allled Products Corp., 12677 Burt Avenue, Detroit 23, Mich,
Chaundler Products COrp .» 1401 Chardon Road, Cloveland 17, Ohlo.
Tho Cleveland Cap Screw Co., 4444 Lee Road, Cleveland 28, Ohto.
E W. Ferry Sé¢rew Products Co,, Inc,, 5240 Smith Road, Cleveland 80, Ohlo.
erry Cap & Set Scrow Co,, 2151 Scranton Road, Oleveland 18, Ohlo
l\crr-Lakeslde Industrles, Ine., 21850 St. Clair Avenue, Clevemnd 17, Ohlo.
Lako Erie Screw Corp., 13001 Athens-Avenue, Cleveland 7, Ohlo.
National Lock Co., 1002 Seventh Street, Rockford, Il. .
The Wi, H, Ottemmer Co., Patterson 8St. & M. & P.R.R,, York, Pa.
Pheoll Manufacturing Co., 6700 Roosevelt Road, Chicago 50, 111
Reedt & Prlncelhlnnutacturlng Oo., 1 Duncan Av enue, \Vorcestor 1, Mass.
Rockford Screw Products Co., Rockford, 111,
Standard Sctew Co., 2701 Washington Boulevard, Bellwood, Ill.
Chicago Screw Dlvlslon. 2701 Washington Boulevard, Bellwood, 111,
ITartford Machine Screw. Dlyiston, Box 1440, Hartford 2, Conn.
Wsslffrn Automatic.Machine Screw Dlvlslon. Post Omce Box 280, Bilyria,
0.
Towne-Robinson Fastener Co., 4401 Wyoming Avenue, Dearborn 2, Mich.
United Screw & Bolt Oorp.. 6800 Dcnlson Avenue, Cleveland 2, Ohlo,

i, DIANUFAOTURKERS OF SOOKET SORRW PRODUCTS

Allen Manufacturing Co.,, Post Office Drawer 570, Hartfora 2, Conn.

Br(l)%lliton +Serew & Manuracturlng Co., 1810-1843 Reading Road, Clnclnnatl 2,
0.

The Brlstol Co., Post Office Box 1700, Waterbury 20, Conn,

The Cleveland Cap Serew Co., 4444 Lee Road, Cleveland 28, Ohlo.

Holo-Krome Co., Post Office Box 08, Elmwood Branch. Hartford 10, Conn.

Mac-it Parts Co., Lancaster; Pa. - ..

George W, Moore; Inc., 100 Beaver St.. Waltham 54, Mass.

Parker-Kalton, a div lslon of General American Transpormtlon Corp., Clifton, N.J.

Safety Socket Screw Corp., 6501 North Avondarle Avenue, Chicago 81, IiL

Set Screw. & Manufacturing Co., Bartlett, Ill.

Standard Pressed Steel Co., Jenkintown, Pa.

The .Standard Screw Co, 2701 Washington Boulevard, Bellwood, IIl

Limnnomnsa OF TUBULAR AND SpLIT RIVETS

Aluminum Co. of Amerlca, Fruitville Pike, Lancdster, Pa.

American Rivet Co., 840 North Kedzle Avenue, Cbicago 51, Il

Qhlcago. Rivet & Machine Co., 950 -South 25th Avenue, Bellwood, Ill. (plants at
Bellwood, IlL,, hnd Tyrone, Pa. )

Miami Rivet Co., 3667 Northwest 85th Court, Miami, Fla. .
Miiford Rivet & Machine Co., 857 Bridgeport -Avenue, Milford, Conn. (plants
at Milford, Conn., Blyria, Obio, Hatboro, Pa., and Aurora, II1.)

Judson L. Thomson Manufacturlng ‘Co., Post Office Drawor 149, Waltham 064,

: Magg,
'l‘ownsend Co., Box 870, Beaver Falls Pa.
Tuabular Rivet & Stugd Co.; Quincy 70, Mass.
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Comparison of wood screw orders received and shipments made dy U.S. manu-

facturers to domestio consumers compared 1with importations of wood screws

{Reports from 14 U.8. manufacturers]
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"The CHATRMAN. The next witness is Mr; Charles P, Taft. - .~
Mr. Taft, we welcoma you to the committee again. e are glad to
$€6 you, sir. DN : T
o T R e I L UL A T
STATEMENT OF CHARLES P, TAFT, GENERAL COUNSEL, GéMMITTEE
FOR A NATIONAL TRADE POLICY '

-Mr. Tarr. Thank you, Mr. Chairmen. - . . .0 .- """ _ "
Mr. Chairman ang gentleman, my name is Charles P.: Taft. Lam
neral counse] of the Committes for a National Trade Policy, Inc.,

anG,ShingtOD,D.C.f o . ST e
I cannot resist, Mr; Chairman, if you will permit me, just two com-
‘ments on the earlier witnesses. They are both old frien of mine, o0
I am sure they won’t mind if I make thigsuggestion. o Lo
I was not quite clear as to whether Mr. Strackbine was suggesting
that the Kennedys were the House of Lords when, if you remember
he suggested as a precedent the old British practice that when a bill
had passed the Commons three times, it should go into.effect. = - -
Asto Mr. Blau, apparently the Department of Commerce concurs in
the reasoning but not in the result. N RIS
The question was asked ‘as.to where this bill came from. - T think
-Senator Douglas asked that, I think it might, with some fairness, be
described asthe wood-serewbill. -~ . .~ - - . i
-~ Our committes is in its 10th year of operation. Since September
1958 when the committee was gstablished, we have dedicated ourselves
to the cause of freer internationa} trade, the trade polic,i‘hwe'mgard
‘as’ best caleulated to advance the national interest. at is the
reason for the name of our committee, -~ -~ . .o 0
~ As your committes knows, we strongly supported the Trade Expan-
sion Act of 1952. That legislation is the cornerstone of U.S. trade
policy in the 1960’s. The Committee for a National Trade ' Policy
1s today working to insure that U.S. trade policies across tha'board
serve the national interest in vigorous trade expansion; in minimizing
the many restrictions which still impede world commerce, and in re-
‘jecting the man§ proposals that have been made and will be made to
restrict trade either directly orindirectly.. T
This seems to me even more important at this partioular'moment
because of the doubts: caused. by the increase in “Buy ‘American”
activity in this country and by the carpet and glass and o1l restrictions.
Such doubts interfere seriously  with our very-oritical negotiations
with the European Economic Community, - - ° .. "7 - -
- Such restrictions are objectionable anyway, and anything further at
this stage on items as important as lumber and some of the others in-
.volved, would certainly be taken as serious interferénce with the suc-
ceSISth‘i'l Hetxﬁelf:’s opelrations. bod SRR
t is this that explains our appearance:today-in- opposition to
H.R. 2513 and to S, 9%7 and, I take it, 924, wlﬁchyis 'an lggno:xcal bill,
I believe, sir, which is now sufgestedas a proposed amendment regard-
ing the marking of imported Iumber, = - - .ry o e e
may say that I am certainly no expert'in all'the détails of many
(}),f; ‘these things. But T will try. to answer any questions that may
l‘a.lsed. PRSP AR SRR 1. A . - . '

-
1
oy
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~We believe that these bills are protectioitist in design, that their
purpose is to restrict trade—by adding discriminatory costs to
imported products (particularly in the case of lumber), and dis-
criminatory prooe&sinﬁ requirements with respect to the marking of
‘products covered by H.R. 2513. Even then, this bill does not touch
situations in which goods are not repackaged but, as sometimes in
the case of nails and screws, are sold loose to the ultimate consumer
from bins or other store equipment, which do not and should not have
to be markeéd by country of ox:Fin.
- H.R. 2513 may on’its surface look like a reasonable and logical
extension of the basic marking requirement in existing law. But
¢areful study of the facts of economic life will, I believe, show that
it is not reasonable, not logical, not the protector of the consumer as
some of its supporters conténd. It israther a deterrent to sound trade
expansion. - - -

his is so, not-only in view of its effects on business operations,

‘but,‘also iri view of the administrative litigation it is bound to foment
and the attitude it may well foster, certainly among small businesses
-in our national distribution systeém, that the use of imported prod-
ucts may in some cases not be worth the administrative tangles which
“certain U.S, manufacturers may set in motion.

I might cite to the cominittee an instance which I experienced myself
when fspoke' in Des Moines at the Nationdl Farm Forum several
years ago, when one of the principal department store operators in
iy)es Moines said to me that he had quite trying to import goods him-
self directly. They had to be delivered to him at the store. He was
unwilling -to- uridértake the-'kind of difficult, detailed technieal
arrangements that, had to be made by an iniporter. Administration of
the marking law under the proposed bill would come under the same
Customs Bureait. - L
- H.R; 2518 would cause considerable difficulty for American firms
‘that blend foreign with ‘domestically produced:products. How far

‘n‘;usp'g'}e)é go in showing the country, or in some cases, the countries,
~> Moreover, what ;purpose does it serve? What does it really tell
the ultimate consumer—whose real interest presiumably lies in'quality
‘and_price—except to' provide the more chauvinistic consumers: with
a che¥klist ‘agdinst which they may apply their particular political
projudicest ~  cooo 0 UYL TS
s SJuch'catering‘to*pohticul prejudice is certainly not a Government
responsibility. If it is, then 'why ‘provide for exemptions? * Why
‘not- give the purchaser of:tobacco (a product I would assume would
-be exempt from the marking requiremerit) an opportunity to apply
wh%téverg)mjudim he may have against Turkey or Southern Rhodesia
or 1y t . ) : S )
i Nogwy_»pt.hss@ proposed: marking requirements dre not ¢otifined tg, our
-own dotitestid! distribution system. H.R. 2513 also requires that the
containers.ifi which the particulai products aré shipped fo the United
States be marked by the exportin] 'goﬁmi{ to indicaté to anydne who
repackages:the articles:that penaltiés' wil bt: applied by-the United
Statés for fallure to indieate to tlhie ultimate consumer the country of
origin of the contents. That means added cost to the foreign ex-
porter—which will undoubtedly be passed on the the American
consumer.
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The report of the Ways and Means Committee on this bill indicates
that the purpose of th'e'{ill'is to eliminate “confusion in the minds of
certain purchasers” as to the country of origin.

In some cases, says the report—- .
the absence of any indication of forelgn origin has causeéd purchasers to assume
that the package or container ard the contents were of American origin.

Thus, the report states— . L
one of the purposes of our marking laws; namely, to give the purchaser infor-
mation as to the country of origin is thwarted. . .

It seems to me. that if there is any confusion, these bills would only
compound it. This would certainly be so in the distribution system
itself. And as far as the ultimate consumer is concerned, H.R. 2513,
ns I noted before, may not reach him at all with respect to certain
products, because the products may-be exempted or they may be sold
loose by the retailer. : Moreover, he may be buying something in a
container where the container is foreign made and the contents are
American made or.a blend. The origin .of the container would have
to be marked, plus the partially foreign origin of the contents if that
were the case. This sounds like a frightfully narrow view of inter-
national’ business relationships at a time when vigorous, unfettered
trade expansion is our aim. _— R _
- Passage of such bills at a time when the United States seeks not
only the reduction and in some cases the elimination of foreign tgriffs
and the elimination of quotas, but the elimination of a wide range of
other trade barriers, would hurt our negotiating position and in fact
set. an example for similar or even worse forms of so-called invisible
barviers totrade. ... - .. .. .. ., Yol L

In the case of the lumber bill; which would directly contravene a
trade agreement with Canada,(an agreement that, incidentally, was
incorporated into the GATT. in 1948, as. was stated, I believes,‘ we
would have to offer compensation in the form of concessions on other
products, .- . .- X :

It is true that the Tariff: Commission indicated that marking,
labeling, was not within the:concessions covered by the Trade Ex--
ansion Act, but the fact i_s;‘tggt, GATT does recognize it as oné of the
items which may be negotiated, and it is, in fact, jncluded in the Ca.
?}adia(lll agreement, and in the éATT as it covers our relationship to
anaaa. R N N N T S
I might say aJso.that so far ag, compen;s_atYopjs, concerned, it might

also be demanded by other suppliers; in this case-of lumber that
is not quite so.important, becauses most of the lumber coming in'does
come from Canada: : But the other suppliérs who are not the.major
suppliers may also claim compensation ;ggmuse_ under the' GATT ghb
i};fnyore@amtl_on treatment' secured

concessions extend:under the mo -natio
additional concessions from the othes countries. .\ .= .. ) o
*I.would not pali’suchmmpensat‘}on a very productive use.of imther
precious negotiating: authority,,. (i( the Canadians;were nof satisfied
with these negotiations, t W could retaliate by increasi g‘,}théirihnmnt.
restrictions on gfoduc_ts af least as important to us as lumber isto them.
That could hardly be cplled: s productive; contribution to-our export
expansion drive. ity il o i e e o L
T T e e e st g et U lD e T Ty
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. H.R.-2518 on ‘its surface appears to have a saving. feature which
some mlﬁht‘ ard as making the bill:palatable. The bill recognizes
that such marking requirements may cause undue hardship by sub-
stantially changing customary trade practices. ‘It therefore pro-
vides;that.its marking requirements shall-not apply in cases in which
the Secretary. of -the .Treasury -finds that compliance “would neces-
sitate such substantial changes in customary trade practices as to
canse undue hardship” and that “repackaging is otherwise than for
the purposé of ‘¢onicealing the origin,of such afticle.”

., Hawever, such judgments by the Treasury require careful con-
slderation which. must surely mesn time-consuming testimony and
deliberatiph.' sich procedures amouiit to added costs and uncer-
tainties in:the ‘¢ountry’s distribution mechanism, opportunities for
gmmssment, of jmporters or of processors of imported products, and

In I‘gq‘xieral to a Pandora’s box'of deterrefits to imports.

. If misrepresentatiohs have' occurred, thoss businessmen who make
sitch ,allegations have' recourse. through existing: provisions of the
Tariff Act of 1980 and through the Federal Tradé Commission if legal
dction js desired. CL " R :

. Inthe case of H.R. 2513, I want to emphasize my conviction that
frandulent marking tind concealing of any kind ought to be vigor-
ously, prosecuted, 'The way to bring the law doWn on such practices,
once the shipments have cleared customs propérly marked in accord-
ance with 1aw as présently written and have entered the distribution
system,. is through the Federal Trade Commission, whi¢h certainly
cannot be described as generally inactive where there is any sérious
‘claim of fraud. ‘ ‘ '

~ Among other things, we want to make sure that there is no double
standard in the regulitions affecting the marking of foreign and
domestic merchandise. In the case of certain products, identifica-
tion with a foreign country could be a mark of prestige, and mislead-
ing or false merchandising of a domestic product suggesting that it is
foreign should be prosecuted—for ngample,l,)a. domestic product sold
in'a container which was made'abroad and bears a country-of-origin
‘marking suggesting that the contents tHémselves weére made there.

" Thg same problem exists in.ths case of foreign products marketed in
containers ‘made in the United. States where the “Made in U.S,A.”
‘marking on the‘containers gives the falsé impression that the contents
of the package were proguced in this conntry. AThe answers to both
gtoblginp‘am through statutes now on the books covering all sorts of
deceptive markings. . R
I US. ﬁProdgcers want the American consumer to prefer an
American-madeé product, those producers should take steps to have
théir owngroducts marked *Made'in' U.S.A.” T{n
if that is the way they want to do their meichand Sm‘%—-to' ‘ur?e‘ con-
sumers to buy A).rmenpan goods. Such tarkings are:the usual prac-
tice anyway. In,the case of lumber, the ilﬁlidr ‘Senator from Idaho
told the Senate that a 1li,;mb§r;,¥oyip iny in'ii§*State felt so strongly
about the marking of country'of origin that hé has “voluntarily taken
‘thé lead in this practice and at this time is,’?b mgrking [his] Tumber”
(Céngressional Record; Feb. 28,1968, p. 8047), +: "~ .~ =

But such_voluntary practices are a totally different -matter from
burdening the import distribution system with new country-of-origin

ey are also free—

1
1
i
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markings required by law. These days—and I am glad to say this—
our foreign trade has expanded to a point where imﬁrted goods are
more common in our everyday purchases than ever before.

A product that carries no identification of country of origin should
not be assumed by the consumer to be American made.. A manufac-
turer who wants his product to be so identified should take steps to

do so on his own. , . . X

I have said that these bills are protectionist in design. I want to
complete this testimony with an observation on the lumber-marking
bill in this connection. The Committes for a National Trade Polic
last_year prepared a paper on the charges by associations of U.S.
lumber producers that imports from Canada were hurting the U.S.
industry. We tried to set the record straight on what was actually
happening. Our conclusion was that imports were not: the eause
or even a major cause of the industry’s difficulties,

I would like, Mr. Chairman, if I may, to submit to the commit-
tee a copy of that memorandum because the question as to whether
there actually has been damage to the industry is one that-is- obvi-
ously involved in connection with its particular effort to secure enact-

ment of the marking bill before you,

The Cuamaran. Without objection.

Mr. Tarr. I am not sure as to the date of it. I will try to supply
the date. It was some time last year, and I will get the exact date

for you. ,
he date of August 24,1962,)
The document referred to follows:)

THE LUMBER Inﬁusmf AND U.8. TRADE PoLicy

Background information from the Committee for a National Trade Policy,
: Washington, D.C. ‘

INTRODUCTION

. Organizations representing the lumber industry look upon imports of softwood
jumber from Canada as a major cause of the industry’s depressed condition and
Aare seeking restrictions on these shipments as a remedy. They also seek changes
in varlous sectors of government domestic policy in an effort to strengthen the
industry’s competitive position at home and abroad.

The forelgn competition against which they seek remedial measures comes
-mostly from western Canada, particularly British Columbia, Most of the in-
crease of over 1 billion board feet of softwood lumber production in Canada
in the past decade has gone into exports to the United States. Canada produces
auch - more softwood lumber than it consumes—2.7 times as much in 1060,
compared with 1.8 times as much in 1951, Production of softwood lumber in
‘the Unlted States, on thé other hand, is clearly ‘orlented for the most part fo
the home market (table 12. _The area of the United States most concerned with
Canadian competition s the Northwest—mainly Oregon, Wasliington, nofthern
‘Oalifornia, and Xdaho. This area accounts for over 60 percent of the softwood
Jumber produced in the United States. The lumber industry is a'major source of
income In these States—in Oregon the major source—asg well as in the country as
8 ngggiaf!oﬁs speaklng for the lumber producers contend that imports of soft-
wood - lymber from.Canada are “excessivé.” They conténd that the import
expansion in recent years and the domesti¢ Industry’s decline are diie to higher
costs for the U.S. industry in laber, watér frelght rates, and timbér supply, in
‘addltion to the import.indueing effects of the recent devaluation éf Canadian
currency... Data . showing htgﬁgratps of pngmpl&y;hent and mill closings are
used in an attempt to document the claimed Jmpact of imports, |

06342—063——286 '

r
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The assoclations are requesting an emergency quota on softwood imports from
Canada, to be followed by a negotiated tariff quota arrangement under which
both the United States and Canada would allow, each from the other, the importa-
tion of softwood lumber duty-free up té 10 percent of domestic ¢onsumption in
each case, the duty beyond that point to be 10 percent ad valorem. Some also
advocate changing the provisions of the Jones Act regarding Intercoastal trade
80 08 to remove the freight rate disadvantage to Northwest luniber producers
who ship by water. Most want the practices of the U.8. Forest Service changed
s0 as to make more national forest timber available at lower prices. -8dme had
also sought parity for U.S. shippers vis-a-vis those in Canada in the scheduling
of railroad shipments. This parity has now been negotiated by:the United
States and Canadlan rallroads. There is also support for a special schedule of
tariff rates designed to “offset” the degree of depreciation in the Canadian dollar.
Sectors of the industry haveé also requested that “Buy American” practices be
required in'the purchase of lumber for construction financed by FHA, and that
imported lamber be marked with the country of origin. C

A number of lumber manufacturers do not agree with those.proposals that
would restrict or handicap imports. The dissenters also Include the great ma-
jority of the far more numerous companies that process or use lumber. These
companies are Interested In many and economical sources of supply.

The prirpose of this background paper is to place the request for.import-re-
strictions in the perspective of the total situation of the lumber industry and
the total natlonal interest of the United States, This 18 done with the convietion
that the development of a strong wood products Industry and a strong U.S.
position’ In timber resources are of great iinportance to the national interest.

This paper represents an attempt-to determine the effect ‘of.domestl¢ develop-
ments on the lumber industry, the extent to which these may have rendered the
industry more susceptible to lmport competition, and the extent to which the
Canadian lumber producers have advantages in competition with U.S. lumber
manufacturers. Industry spokesmen have contended that they face a-combina-
tion of hoth absolute and comparative disadvantages. However the full range
of major domestic factors, and the pattern of comparative advantges -and dis-
advantages, have not been adequately explalned.

The conclusion drawn in this paper I8 that import restrictions on lumber
wonld hurt (@) the national interest, (d) users of lumber who depend upon it
as an essentinl raw material, and (¢) the lumber industry itself. = - :

The concluslon stems from an analysis of the facts. These include:

(1) We have many local timber supply problems which contribute to
the rising raw material costs of an industry that cannot economically bring
its raw materials a long distance for conversion. . e,

(2) The productive capacity of the sawmlll industry generally is greater
than the timber available, and part of that supply Is sought by efficlent
manufacturers of plywood and plup who can convert it into more profitable
products than lumber. . - ]

(3) Private timber supplies are being reduced at much faster than

_replacement rates, taking into: account the quality, the specles sought, and

the size of timber.  Industrial holdings are the major privatée source of
better timber, and these are closely held. Public timber demand is on
the rise, but supply is limited by conservation policles. -

(4) Coastal mills of the Pacific Northwest which do not own their own
boats encounter serlous water transportation problems in compétition with
Canadian coastal mills, Small mills, generally the problem sectors of the
U.S. lumber industry, and generally shipping by rall, are now on a par
with rail users in Canada with respect to railroad scheduling. However,
through this parity, these small rail users of both countries have lost an
jmportant privilege each had {n competition with their respective domestic
competitors using water transportation or shipping by" rail “to well-
established distribution, facilities. .The smaller mills, which usually are
less efficlent, will be at a further disadvantage here and’in‘Canada.

(5) Mill efficlency has Increased markedly since 1947 with an almost
constant decline in the work force for that réason alone. ., = i
. (6) Lumber is being displaced both by, other wood products’ and com-
petitive nonwood materials.. The lumber lndustry'has'thgé _ericountered
zerions pressures of- competition not only on the slde " of "timber  supply
but also in the end-use market for 1ts produet. e o
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(7) The industry has been experiencing problems of inevitable read-
justment, correcting a serious condition of overexpans!on. - o
This enumeration is by no means a complete summary of the factors affecting
this industry and which are discussed more fully in this paper. It rather
provides some-idea of the array of problems besetting Iumber producers and
of the many things that should be taken into account in determining the extent
to which growing {mports from Canada pose a' problem calling for trade

‘There ave many things the industry has done and can do to regaln its health.
There are many things Governnient should do to kelp. Import restriction is not
one of them. -

: BASIC CHANGES IN THE SOFTWOOD LUMBER INDUSTRY '

The recent recession

* The softweod limber industry, very sensitive to changes in sup‘gly and demand,
today faces serious problems. There are many causes. These include the
depressed condition of the construction industry, primarily in- home construc-
tion, during the past 2 years. Lumber production, a cyclical business, moves in
phase with construction, especlally with residential constructifon, - -

There have been recessions In the past, but U.S. consumption of softwood
lumber fell more §n 1060 than in any previous annual decline during the past
decade, and 1960 and 1961 were the first time in a decade that production
dropped by sizable amounts in 2 consecutive years (see table 1). Changes
in softwood lumber consumption compared with changes in competing materials
are shown in tables 2 and 4. A new factor to be considered in connection with
the situation of recent years is the expansion of Imports from Canada. The
production indexes in table 3, relating to the Western States alone, show that
while softwood lumber production dropped significantly in 1960 and 1961,
record production was reached in wood pulp, and ‘plywood production in 1861
was back to the record level it had reached in 1059. L .

The industry has encountered considerable competition from plywood and from
nonwood substitutes! It has also been adversely affected by the fncreased
emphasis on apartment rather than single-family housing construction, There
is much less lumber used per family unit in apartment construction than fn'single-
family housing. . Total consumption of lumber in the past, decade has averaged
only abotit 10 percent more than the levels of the late 1020°s. L .

As a result of.depressed market conditions, the forest products industry cut
considerably less national forest timber during the last few years, (prior to 1062)
than it bought, and in some areas( though, for the most part, not in the Pac¢ific
Northwest) it bought cons éegably less than what the Gdvernment had offered
for sale, These shortfalls are particularly true ‘of the lulber producers, and
particularly the smaller producers faced with problemy of physical access to

)

avallable timber resources and with other difficulties. In fiscal year 1961 the
average shortfall of actual sales below offered sales for the Natfon as & whole
was in the area of 20 percent, o o : :
. The cut the buyer decides t6 inake is conditioned by the condition of the mar-
ket. . The amount of timber the Government puts up for sale—the allowable
cut—Is based on the conservation principle of a sustained yield. The annual
‘amount of natlonial forest timber. so d and the amount cut have tisen about'100
percent in the past decade. This reflects not only the increased demand of the
market but filso the fact that the rapidly diminishing shipply of private timber
has put increasing pressure on public timber to meet the wing demand.
Although the quantities of Government timber offéred for sale and the quanti-
tles sold are very close in the Pacific Northwest, at the end ‘of fiscal year 1661
there was much more sold but uncut Government timber there than at any time
at least 'since 1057. This uncut balance had been growlig by 400-500 million
board feet each year for the previous 8 fiscal years. ' It was due not only to
market condifions but to the fact that the Forest Service was offering increasing

amounts for sale.

RS onstruction cycle has not been kind t " the softwood plywood iidystry efther.
,Tbngl:ledu%tr;'s cca cit; has‘lncréaseg' substantln?ly in recel‘ft ears. -In 1959%!\({ 1060 {t
increared to abo\l?aﬁo Percent above its level at the end of 19| 8—the new.capacity becom-
ing operative at a time when the market dropsed. Douglas-fir plywood gmductlon which
had been rlsing Impressively for many years, ropped In 1060. In 1961 it was back to its
1959 level, bug capacity had in_the meantime grown substantlally. About 30 percent of
the log production of the Douglas-fir region goes into plywood, compared with 6 percent
in 1945 and 10 percent in 1050.
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.+ The-depressed market is also refiected in the prices for national forest timber,
both appraised and bid (table 5).

Basio readjustmérits underiway

i

i Some'?;gmx:anles. particularly the less cfficient, many of them newcomers, who
did yze)l during the hyge pent-up demand for housing, have had difficult times
in the face.of basic market changes since the mid-1950's and the depressed con-

dition of the economy during the past 2 years. Others—the more mgl%np nd
ﬁwre divergified ones—have had problems but not as serlous.  Many well-éstab-

shed luinbar companjes are doing well. While some sawmills have closed, others
have expanded. Some, always dependent upon logs from private purchases, were
disadvantageously located in relation to public timber or were unable to survive
the severe competition of the 1050’s for public timber.

These adjustments {n the industry are reflected in changes in the number of
lumber establishments between 1939 and 1058, and in the sizes of those establlsh-
ments. It was the entry of new small mills into the industry under the unusual
impetus of wartime and early postwar market opportunities that accounted for
,g:os{not the expansion in the number of mills, and by the same token most of the

ecline when more normal economlic patterns were restored. The accompanying
text table below shows the overall course of these changes, ending up with more
mills in 1038, even after the sharp decline since 1047, than there were before the
proliferation of the 1040's began.

Number of lumber establishments in Western States, 1939-58

1039 1047 1934 1058
Washington. .cececeeencccunecconscncencsonsanee 418 . 808 882 469
Orelgon ........... . 323 1,460 1,201 645
Callfornia-Nevada. . 220 834 604 501
Montana 168 - 407 214 195
103 388 208 184
204 403 mn (0]

" 1Not available,
Source :U.8. Department of Commerce, and J. A, Guthrie and G. R. Armstrong, Western Forest
Industry (John Hopkins University Press), p. 84.

This postwar readjustment {n the Industry is linked closely to the fact that
the lumber Indusiry is a highly competitive one. By 10659, following a spate of
mergers during the previous 5 years, the 20 largest producers accounted for only
17 Bfrcent of total U.S, lumber production. The comparable figure for Wash-
ington-Oregon was 89 percent. (The degree of concentration is higher in timber-
Jand ownership.) These mergers accounted for part of the decline in the num-
ber of sawinill establishments. ‘

In terms of sawmil] capacity, there has been in the past decade an overall ex-
pansion in the 11 Western States—the decline in Washington and Oregon having
‘been offset by an expanslon f{n California and other States in the region (1661
Annual Report of the Pacific Northwest Forest and Range Experiment Statlon
of the U.S. Forest Service, p. 40). This suggests a further “migration” of ca-
pacity, following a shift that took place some years back from Washington
to Oregon. The more recent shift—from coastal mills to interlor mills—brings
.the newer sawmills closer to Midwest and Eastern markets, creating a new ele-
ment in the competitive position of the older producing areas.

The drop in lumber production in the past decade {s reflected in a drop in
employment. The employment decline is also caused in some measure by in-
creased automation. Mowever, while lumber jobs declined, there were employ-
-ment increases in other sectors of the forest products industry; for example, in
plywood and in logging connected with the plywood industry. National employ-
ment of production workers in sawmills and planing mills in 1059 was 15 percent
lower than its level 8 years before (National Lumber Manufacturers Assoclation,
“Lumber Industry Facts 1060-61,” p. 49, table 83). In veneer and plywood, on
the other hand, employment of production workers was 26 percent higher in 1959



MARKING OF IMPORTED ARTICLES 81

than in 1054 (U.S. Departmert of Labor, ‘The Relatlonship Between Imports
and Employment,” 1062, p. 38). Total emplogment in the forest products indus-
trial complex of the Northwest has risen. These shifts are reflected in the
fudexes of lumber, woodpulp, and Douglas-fir plywood production of the 12th
Federal Reserve Dlstrict, which Includes Washington, Oregon, California, Idaho,
Utah, Alaska, Nevada, most of Arizona, and Hawall (table 8).*

Many of the plywood companies also produce lumber. According to the
1061 Annual Report of the Pacific Northwest Forest and Range Experiment
Station of the U.S. Forest Service (1. 40), In 1060 43 percent of the reglon’s ply-
wood capacity was fntegrated with lumber under the same ownership compared
with 40 pereent in 1955 and 31 percent in 1050, Integrated operations involving
lumber, plywood, and pulp and paper permit optimum efficlencles in timber utili-
zation and in overall productivity, The more profitable use that plywood and
paper producers can make of the labor they employ compared with lumber pro-
ducers Is sn1ggested by comparative data on the number of manhours it takes
these indust+les to raise the value of their outputs n thousand dollars. It re-
quires 302 manhours of production workers in the case of lumber, 278 for ply-
wood, and 164 for paper. All three industrles, as noted, compete more or less for
both timber and 1ahor. .

.. Sipaller lumber companies feel the effect of market recesslons much more than
do the larger integroted compantes. In most Instances the small compantes lack
both a diversified production pattern op the manufacturing s{de and thelr own
timber resources on the raw materlal side. They also lack a well-developed sales
organization. Theso deflciencies deny them the flexibility so essential to an
abllity to stand firmy under difficult market conditions. \Yhen Canadlan soft-
wood conies onto the market at that time, the larger U,S. lumber companles have
the flexibility permitting them to cut prices, with little difficulty, to lower lovels
than the “perll points” to which the smaller companies can lower their prices.

The small companies are thus competing not only against Canadian lumber
but also against the larger companles in their own industry. In some cases
Canadian lumber Is brought fn by the larger companles. Some have Canadlan
operations.

The fact that these small companies for the most part do not have thelr own
timber resources has much to do with their difficult competitive position, This
fact denfes them a tax advantage enjoyed by those of the larger, well-established
operators who own timber resources. It also denjes them n cost advantage:
Since in most cases they do not have privately held timber or have very little
of it, they depend more heavily if not entirely on timber from the public dompain,
The Federal Government’s allowable cut, however, {s strictly limited. There
s considerable Lidding for this timber, raising its sale prices much-above the
minimum appraisal prices set by the Korest Service. Bld prices in the Western
States have averaged 35 percent over appralsal prices, anccording to testimony of
the Chief of the Forest Service before the Senate Cominerce Committee in 1062
(see also table §). Thero §8 much less compeitive bidding in Canada, in some
arcas none at all because of the management llcensing system,. . . .

- .Competitive bidding in British Columbia 8 confilned primarily to limited Doug-
las-fir areas on the coast (the Vancouver Forest District) and has been mod-
erate even there. There I8 a substantially higher ratio of allowable cut to
cutting capacity in British Columbia than in our Northwest. The overall result
is that Canadian timber prices are lower than those in our Northwest,

As shown in the table below, there s far more privately owned timber in
relation to Government timber in the United States than In Britigh Columbia.
Some owners of private timber in our Northwest are therefore tn & much better
position to work- out a favorable cost mix for the timber they use than are
thelr competitors on elther side of the border. P

1 Loggers as such are not displaced by shifts from lumber to glywood. for the logs are
aunt used for other purp&oea. Total employment in the U.8. luraber {ndustey I8 over
300,000 atable 24 of the National Lumber Manufacturers Assoclation “Lumber Induste

Facts 1660-61"). This {s not to be confused with the total of over 8 million in the fores

products fndustry as a whole. .. .
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" Volume of saw timber by nwonership
(Billion board feet) '

Region Government Private Total
DOUBIBSAE. e oo eeeeeemmeeeeeeeneaeemeas I Y 20.9 504.4
Weagem L. e ceimicnenicratneiscaccnccoaraccasacnnanan X X .
Boater i 455.0 164.9 610.9
R ¢ O 2P 482.8 84.5 537.0
) §:1 77 £ SRS 11,213.1 33.8 1,240.9

- 1 Part of this is probably not accessible.
Source: {mon ¥
oy 95'2,“;3’?1:‘3, y of West Coast Lumbermen’s Association before Senate Commerce Committee, Apr.

The day I8 gone when purchasers of timber in the United States could cut
rather freely, moving from one State to another, from areéas whose resources
were being depleted to those where they were more plentiful. Privately owned
timber has been rapldly cut down, In the publlc domain, conservation has
rightly curtalled the freedom to cut, and in so doing has greatly reduced the
elasticity of the timber supply for which the various interests must bid. It has
thus led to higher stumpage prices. It has also increased our dependence on
softwood lumber from Canada. It is virtually Impossible to find cheap, eco-
nomfically accessible tiimber anywhere in North America.

Asr for the appraisal prices in British Columbila compared with those in the
Northwest, the Forest Service (in a 1962 study entitled, “Stumpage Prices and
Pricing Policles in British Columbia’) found that these prices were “either at
closely comparable levels or where the levels have differed they are readily
explainable by quality or other discernible value differentials.” It found that
appralsal systems used in the two areas are “highly similar in general methods,"”
with stumpage considered to be “the residual value which remains when costs
of operation plus A profit margin are subtrac'ed from sales realizatlons at the
manufacturer’s shipping point.”

Under present market conditions, after allowing for quality and accessibility
differences, natlonal forest timber in the United States is being advertised at
prices very near those for comparable timber in British Columbia. In the rela-
tively favorable market period of 1059-60, after allowing for differences in qual-
ity and accessibility, U.8. stumpage prices, because of bidding differences, were
higheér than those in British Columbia, :

One feature of the intense competitive bidding that militates against the small
sawmill operator who produces only lumber is that he is bidding against ply-
wood producers and the pulp and paper industry.® These not only command
larger financial resources; they also bid for timber for use in an end-product of
higher unit value than that of the stmple sawnifll operation.

Thus, In the case of plywood, one sector of the forest products industry, which
has expanded considerably in the last decade, competes with lumber not only
for markets but also for timber supplies to make its competing end-product. (It
has been charged that the dominant firms in an area may bid up the prices for
Government stumpage to push it out of the reach of smaller, financlally weaker
competitors, whose bargaining power {s seriously weakened by depressed market
conditions. Allowing more Government timber for commerclal use would not
necessarily resuit in more timber for the financially weaker millz. The Small
Business Act, however, offers a mechanism—the timber set-aside—to provide
‘firms with less than 250 employees (325 in distress areas) an area of competition
free from the bidding of larger firms).*

In shipping their lumber, the smaller producers are wholly dependent on out-
side *ransportation facilities—hence subject to open-market factors of transpor-
tatlon: ¢ost. These are discussed In later sections of this paper. Many of the
larger producers own thelr own boats, ‘

8 Only part of the wood used by the pulp and paper mills ia timher for which the lumber
mills compete, -According to Quthrle and Armstrong (op. cit.. p. 281), about two-fifths of
the wood used in pulp and paper production is residue from sawmill and plywood planta.
In the competitlon for timber, lumber competes with pulp and paper for the poorer quality
logs, and with pl{wood for logs of better 1uallty {ibld., p. 200).

4 A recent factor of some significance In the bldding pattern is the purchase of logs for
export to Japan.
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The lack of diversification in the smaller companies, mentioned earller, 18 more
than quantitative. It is also qualitative—in the sense that the smaller com.
panies, already limited in the quality of log avallable to them, generally have
not advanced into refinements of lumber. This has made them particularly
vulnerable to the substitution of other materials for lumber In many uses: a
problem of great moment to the lumber industry as a whole. Th!s vulnerablility
was summarized by Charles A, Sprague, Oregon publisher, in a recent article in
the Salem’ (Oreg.) Statesman:® :

“Smaller mills have been doonied for years as thei\; consumed thie raw material
at hand. Competition of substitutes has shrunk the market for lumber. The
future for timber products lies more and more In specialty lines, plywood, hard-
board, pulp, paper, cellulose derivatives. This gives the advantage to the big
integrated operation, and makes it difficult for the small operator with a single
product, boards.” ] . L -

The diversion of high quality timber into these other products has left much
of the lumber industry with Iower quality timber.. Tumber produced from it
does not bring more than a nominal profit in good times, and often not even that
in a depressed market.

Labor costs -

Industry spokesmen argue that higher labor costs In logging U.8. timber and
shipping U.S. lumber place the U.S. industry at a disadvantage. Labor rates
in British Columbia (at least C$2 an hour on the coast and C$1.85 in the in-
terlor),* while on the average possibly lower than those in the Northwest, are
close to U.S. wages in that region and higher than those in our southern pine
lumber industry. (The labor unions in this industry on both sides of the border
are part of the International Woodworkers of America, with headquarters in
Portland, Oreg.).

It is understood that the Candians enjoy more pald holldays and longer vaca-
tions (requiring shorter perlods of qualifying time) than U.S. lumber employees.
Other benefits in Canada also surj.ass those in the United States.

In comparing British Columbia costs with Northwest costs, nccount should
be taken not only of wage rates but also of the cost of moving logs to sawmills
(costs are higher in British Columbla and man-hour productivity lower because
of steeper terrain), and of the ratio of such logging costs to the price of the logs.

Douglas-fir s the most valuable specles in that whole complex which North-
west lumbermen call “one forest under two flags.” Iowever, there is a larger
proportion of it in the timber cut of the Northwest than in Britlsh Columblia.
The British Columbia forests generally have timber 6f lower quality and of a
less desirable species composition” than in the Northwest. Togging costs are
the same regardless of specles and quality. Thus total logging cost tends to be
higher in Britlsh Columbia in relation to timber price than it {s in the North-
west. The British Columbin cost {s alro made higher by the smaller size of
the logs (more true in the interlor than on the coast), necessitating more
handling. These factors to rome extent offset the fact that U.8, stevedoring
wage rates are about $4 to $6 higher per thonsand board feet than those in British
Columbla, and the higher cost of loading U.8. lumber on inefficlent U.8, bottoms.
There are also more special taxes to be pald fn British Columbia than in the
Northwest. These taxes include an 8-percent Federal sales tax, a G-percent
Provinecial sales tax, and a logging profits tax by the Province.

Access roads . .

On the British Columbla cost-advantage side, mills there do not have to
follow strict Government standards in bullding access roads. lence these
costs may be lower than in the United States. However, “savings” in road
costs due to lower road standards may be tllusory, for studies of truck transport
show that poor roads are more costly to use. Whatever British Columbia
advantage exists in this respect may be. offset in some degree on our side by
the fact that the Forest Service takes into acconunt the cost of building access
roads in its setting of appraisal prices on stumpage. .

The administration has asked for $30 million in flscal 1003, $70 milllon in
fiseal 1064, and $85 million in fiscal 1065 to build access roads. This will help
alleviate the problems of some small mills. Those who contract to buy national

" 3 Reproduced In the Congresstonal Record of 3une 15, 1962, g A4486, R !
re:p’le‘has‘gl;re,mtea that were scheduled to go into effect July and.Beptember 1062,
ctively. :
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forest timber often have had to build the access roads and to do so according
to Government standards. The road becemes the property of the Government
and 18 open to use for subsequent sales, The lack of access roads was fdentifled
by the Forest Service as the main factor explaining the fact that in 1961-62
its sales of timber in Idaho were much less than the allowable cut. J¢ was also
a factor in Washington and Oregon.

THE TBANSPORTATION FAOTOR IN UNITED STATES-CANADIAN COMPETITION

Although most of the difficulties encountered by those sectors of the lumber
industry that find themselves at a serlous disadvantage are the result of the
changing patterns of lumber economics rather than the result of Government
policies, legislation, and administrative decisions affecting the lamber industry
should be carefully reexamined to make sure that no unreasonable or uu-
necessary handicaps exist. One area of public policy that has atiracted con-
siderable attention in this connection is transportation, both vater and rail.
These policles affect the competitive position of the lumber indistry, including
its abllity to compete with fmports from Canada. Competition from Canadian
softwood lumber has increased considerably in recent years, and transportation
policies are to sorae extent responsible.

Five years ago 77 percent of the waterborne shipments of softwood lumber
to the east coast came from our Pacific Northwest; the other 23 percent came
from British Columnbia, In April 1962, the proportions were 28 percent from
the Northwest and 72 percent from British Columbia, The shifts In the positions
of British Columbia and the Pacific Northwest in the lumber markets of the
Atlantic coast and California (the two markets for waterborne shipments most
affected) are indicated in table 6.

"Basle to thls shift against Northwest lumber is the statutory requirement
(under the Merchant Marine Act of 1920—the “Jones Act”) that shipments
from one U.S. port to another have to move in American bottoms (i.e., in ships
registered In the United States), and thus are burdened with higher freight
costs—greater by $7 to $11 per thousand board feet—than those charged by
foreign-registered ships to move Canadian lumber from British Columbia to
U.S. markets. The advantage amounts to perhaps near 10 percent of the
wholesale price. There Is an additional cost disadvantage generated by the
reported fact that the U.S. ships, most of them Liberty ships, are less efficient
in their loading facilities than the more modern, larger foreign ships.

The inequity of burdening waterborne lumber shipments from the Northwest
with what seems an unreasonable share of the cost of supporting the Natlon's
maritime strength calls for correction.! Just as the cost of the price-support
program in cotton should not fall more heavily on the U.S. textile industry
than on the rest of the economy (through a differential between the price
it pays for American cotton and the world price at which we export cotton),
so the American lumber industry should not have to assume a unique share of
the cost of maintaining a healthy merchant marine. If subsidies to tbe
American cottongrower and the American merchant marine are in the national
interest, they should be borne by the Natlon.® L

‘The sharp decline in the competitive position of Northwest softwood lumber
in east coast markets in the last 2 years has not been caused by the Jones
Act alone, although it may have accelerated the shift. That legislation has
been in operation for a long time. The question suggests itself: Why is the
market shift so decldedly against the Northwest producers now? An im.
portant part of the answer may be that the recession in home construction
in 1960-62 has been particularly serlous, causing a profit squeeze in that
industry which makes the Jones Act and other factors particularly operative
in their impact on the competitive position of the Northwest lumber industry.
Moreover, these developments came at a time when an expanding Canadian
lumber industry, spurred by promotional efforts in this major sector of Canada’s

.7 YWaterborne shipments account for such a small part of total lumber consumption in
the United States that, unreasonable as the Jones Act s, its inequities do not justify
véstrictions on all imports of lumber. Waterborne shlfments ot western softwoods to the
eastcoast are about 3 percent of all western softwood shipments (testimony of International
Woodworkers of America before Senate Commerce Committee June 4, 1882).

8 There 1s evidence suggesting that the Jones Act, like other attempts to &;ovlde protec-
tion against foreign competition, has not grovlded protection. 8ince World War II, a d-
in% to testimony of Senator Neuberger before the Senate Commerce Committee In June
1252intebe number of lumber ships in {ntercoastal trade dropped from 65 to 13, employing

0.
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economy, was losing mnarkets in the United Kingdom to compéetitors in the
Scandinavian countries and the Soviet Union. The rise in Canadian lumber
shipments to the United States compared with shipments elsewhere is shown
- In table 7. In addition to the Canadian competition, some loss of business
for west coast lumber in east coast markets mav have been due to increased
shipments of southern pine,

‘Whatever solution 18 found, howerer, should take account of the contentlon
made in some quarters that to change the Jones Act would enhance the
competitive advantage of the larger sawinills over the smallér ones. It is thus
important that our rall transportation policles also be sound. According to
the Western Lumber Marketing Assoclation (in its testimiony before the Senate
Commerce Committee on April 16, 1062), more than 90 percent of all west
coast forest products move east by rail.’ According to the testimony of the
West Coast Lumbermen's Association in the same hearing, about 65 percent
of British Columbia lumber shipments to the U.S. market came by rail, 35 per-
cent by water. A very small percentage moves east by truck. By “east" is
meant east of the Mississippi. About half the western lumber shipped to Eastern
States goes to the Great Lakes and Central States area.

It fnequities exist:in our rallroad policies, these inequities should be removed.
The need to do so is made greater by changes made in policies affecting
water transportation, and benefiting those who use the water route. -

The action the Canadian railroads have taken (effective July 1062) in re-
moving their own 15-day hold and free diversion policy appears to remove an
advantage the Canadian rail shippers of lumber had over Americans who shipped
lumber east by rail® The Canadian free-hold policy had been adopted to im-
prove the position of Canadian railroads in the face of the comparable privilege
and the circuitous routings allowed by U.S. railroads. In 1960 the Interstate
Commerce Commission discontinued the free-hold privilege in the United States
following a proceeding in which the larger lumber companies with warehouse
facilitles in the east complained about the mobfle warehouse facilities whlch
free-hold privileges provided for those who moved their lumber by rail.’
Western Lumber Marketing Association (above hearings before the Senate Com-
merce Committee) regards this privilege as “vital to the efliclent marketing of
western lumber by the small operator.” Because circuitous routings were still
permitted in the United States, the Canadian rallroads continued their free-hold
privileges, reducing them in step with the reduction of circuitous routings by the
U.S. rallroads. A reciprocal elimination of both practices has now been worked
out.

The question of “fair competition with Canada seems to have been answered
{n this respect. The question of competition between the rail shippers and those
who use the water route remains, and that between U.S. water shippers ih com-
petition with Canadian 1s still to be dealt with, Removal of the Jones Act factor
would remove the shipping disadvantage of U.S. water shippers competing with
both Canadlan water shippers and with U.S. rail shippers. However, the dis-
advantage they would lose in competing with those U.S. firms which sbip by rail
would be regarded by the rail shippers as a disadvantage unloaded on them.

Several alternatives on changing the Jones Act have been suggested. These
include (1) repealing the provisions affecting intercoastal shipments, (2) exempt-
ing only lumber, and '(3) authorizing the Secretary of Commerce to waive the
Jones Act if he decides tbat its application {s causing a U.S. industry to lose a
substantial portlon of its business to forelgn competitors. Where applied-spe-
cifically to an industry situation such as lumber, such changes wonld amount
to a form of adjustment assistance, The effect of such changes on the ¢om-
petitive position of Jumber shippers who use the railroads was noted in the
testimony of the chairman of the Interstate Commerce Commission before the
Senate Commerce Committee on June 14,1962

“s & ¢ gny of these proposals could very well, and most likely would, militate
against the in-transit lumber interests and the rail carriers, unlees the ad-
vantage gained by waterborne lumber were in some manner counterbalanced"
(mimeograph, p. 4-8).

me U.8. wholesaleu. seekin to exploit market opportunlues, took advanta of the
'l;ef-g:eol‘(]ln {gﬂg tln Canada, buying Canadian lumber and then proeeed!ns to find markets
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Thus when fndustry spokesmen ask for an opportunity to compete on an equnl
basis with the Canadians in the U.S. market—an appeal whose logle and ethies
invite universal support—the equality sought is not an easily quantifiable goal.
Fven without the water transportation rate problem, differences in wage rates,
In stumpage prices, and other cost items cannot be added up to a weaningful
conclusion leading to a deelslon to restrict or not to restrict Iinports. There §s
much more to United Stetes-Canadian lumber competition than that, even con-
fining the scope of the Inquiry to the lmnber industry as such without attention to
broader issues of the national interest. And one of these other considerations,
ax explained above, 18 the economic dynamies—the changing forees of supply and
demand—within the American lumber industry jtself and within the broader
forest products industry of which it is a part.

The sought-after opportunity to compete on an equal basis is properly definable
as an opportunity to compete without the hindrance of Government policies that
impede sound growth and healthy competition, and with the help of Government
policies that not only serve these objectives but also promote market expanston
through the kinds of research and trade promotion at honte and abroad which
are properly within the Government’s responsibility in a free enterprise system.

Lumber industry spokesmen have contended that the Canadinn Government
has a determined policy to help its lumber industry by expanding lumber pro-
duction, jobs, and exports, while the U.S. Government not only has no such policy
hut, through fts administration of the natlonal forests, mifairly restricts lumber
production. If there is any merit to these claims, the defliclencles fu U.S. policy
should be corrected.

TIMBER SUPPLY ! A MAJOR POLICY I8SUE

. Although we have no comment to offer at this thne on the administration of the
national forests, the Government’s responsibility in this area is & responsibility
to develop and preserve our timber potential in step with nntlonal needs. Thix
requires adequate account both of long-termm goals and the short-term needs of
business, workers, and communities that depend on the availability of timber
from the pubtic domain,

We take serlous note of the followlng summary of our timber outlook by
the Forest Service in 1938 (“A Summary of the Timber Resource Review,”
Forest Resource Report, No. 14, January 1038, p. 102) (emphasis added) :

“From the preceding summary of the outlook for timber supply certain gen-
eralized deductions can be drawn. First, however, 1t Is necessary to recall the
assumptions on which most of the discussions were based; namely (a) timber
removal would climb steadily and tfmber demands would be met each year,
and (b) forestry would continuie to Intensify and aceelerate as indleated by
recent trends.  The deductions which appear justified are:

“1. There Is sufficlent standing tlmber, plus what will be growh, to supply
elther medium or lower timber demands each year until 2000. This cannot
bo dt;;:c, however, without serfous adverse impacts on timbder inventories and
groicth, .

“2. There i3 no timber famine in the offing but sonic shortages may be cx-
peeled, cspectally of softicoad sawtimbder of the preferred specles and gradea,
and especlally after 1075. There i8 no danger of timber hecoming a surplus
crop. L
"3, Prompt and very, substantial expansion and Intensification of forestry
in the United States Is necessary if timber shortages are to be avolded by
2000, This i3 due to increases in future timber demands over present con-
sumption largely because of expected expanslon of the population rather than
increases in per capita demand. The necessary intensification in forestry will
have to be In additlon to what couild be expected by extending the trends in
forestry improvements.of recent years. 'This acceleration in forestry will have
to come soon, and very Inrgely within the next two decades, because otherwise
it will be too Inte for the effects to be felt by 2000. The degree of forestry
intensification needed {8 much larger and far greater than the general public
or most experts are belleved to have visualized, C

“4. If there is n 16-percent reductlon in sawtimber consumption per capita
and if there could be a drastic switch in the consumption pattern from softwoods
to hardwoodr, timber removal and growth coulll be kept in balance after
1075 even If there is no {ntensification of forestry beyond recent trends.
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“5. The Amerlcan people may find themselves getting along wih somewhat
less timber than would he needed to meet medinm projected timber demand,
and there may be n rjse in the price of timber products in relation to cumpeting
materinls,

“g. The effects, If they occur, of not meeting timber demand, of growth
deficlencies, of shortages in some softwood specles, sizes, and grades, and
rizes In relative price probably will not be felt very much until after 1975,

7. Much progress has been mnde in forestry in recent years. The undesirable
effects of not meeting timber demand and of rising prl(‘es need not oceur it the
Amerlean people achieve within the next few years a degree of forestry on
all commereial forest land roughly equivalent to that which s practiced today
on the better managed lands.

“Forestry Is not a short-tlme proposition. Where this Natlons stands in
timber supply in the year 2000 will depend largely on actlons taken during the
next two decades. Recent encouraging forestry trends must continue. But
this it not ettough, Acceleration of these trends iz vital, and to a degree
that will startle many of us. There are no grounds for complacency. It the
timber resources of the Nntlon are to le reasonably abundant at the end of
the century and if our children and their children are to enjoy the same timber
abundance that we ourselves know, standards and sights must be raised. The
potential of the land {s adequate. ‘The opportunity is there.”

In the foreword to its “Lumber Industry Facts, 1960-61,” the Natlonal
FTumber Manufacturers Association states a position contrary to the above
conclusions of the Forest Service:

*The anunal growth of timber in the United States now exceeds removal
by 23 percent. In other words, growth Is one-fourth greater than the total
withdrawal for commodities plus drain due te destructive agencies, such as
fire, insects, and dlsease.”

This, however, is not true of sawtimber, and particularly not true of softwood
sawtimber. In general, there is a net growth of hardwoods, but the quality
that iz replacing the cut is not good. Even in quantity terms, our position
could well be a deficit one by the year 2000. The National mmber Manufacturers
Assoclation report estimates the stand of softwood sawtimber at 1,569,218
milllon board feet, and the 1952 removal from it at 46,162 milllon board feet.
Axide from annual growth, removal at this rate wonld deplete these resources
by the year 2000. )

The annual growth and cut of live softwood sawtimber as of 1052 (the Iatest
vear for which such datn are avallable) was as follows:

Ratio of
Species group Growth - Cut gmwt:l to
o
Billion Billlon
board fed board feet
Foastern softwoods. o conennn ittt iiiiiiiaietecraanaas 14.1 1.20
Western softwoods. ..o iiiiiiiiriiiii i iiiiecei i aenean l0 9 2.4 .49

Source: Timber Resourcoe Review, op. cit., p. 58, table 37.

Thig shows a sizable net drain of 30 percent in our softwood timber resources,
caused by the substantial drain of the Northwest. It {s understood that these
patterns are substantially the same today.

Taking the medium projectlon of growth (so-called projected growth) and of
cut (so-ealled needed growth), we find that In the western softwoods the ratio
of cut to growth would be 1.4 to 1 in 1075 and 2.5 to 1 by 2000. ' 'The total national
softwood positlon would then show a ratio of cut to growth of 6 to 1 (ibid., p. 63,
table 56). While some degree of overcut may on oceasion be Wtse-—reﬂectlng an
effort to clear out undesirable timber—the U.S. position in softwood sawtimber
resources 19 cause for concern. The problein in the Westérn States has heen
made particularly serlous by the heavy net drain to date on private thmber
rezources, ‘This overcutting accounted for the serlous proportions of the total
overcuttihg of western softwoods shown for 1052,

Summing up the projections of timber supply and domand, ‘the Forest Service
observed In its 1038 stuc y (op oit., pp. 06-7) ¢

t
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“The interpretations given to these projections of future growth are perhaps
the most important in the entire Timber Resource Review. The projections
indicate that if medium levels of timber demand are met each year, sawt{mber
growth by 1975 would show a 14-percent deficit in relation to needed growth
and a 76-percent deficit by the year 2000. * * * Eastern hardwood sawtimber
would show a surplus of growth in 1075 but a deficit by 2000. Both eastern
softwoods and ‘western species would show very substantial deficits in both
years. -

“If the lower instead of the medium level of timber demand was met each
year there would appear to be a slight surplus of sawtimber growth, considering
all species together, in relation to needed growth in 1975 but a 16-percent deficit
by 2000. Projected growth of eastern hardwood sawtimber would be in excess
of growth needed in both years. But both eastern softwoods and western specles
would show about a 15-percent deficit of projected growth in relation to growth
needed in 1975. This discrepancy would about double by 2000 * ¢ +.»

Our conservation interest i3 not only. quantitative but also qualitative. We
have rapldly been cutting our old growth, high quality forests. New growth
timber i{s in smaller trees, which are of inferior quality. Sclentific improve-
ments in both forestry and utilization do not lessen the need for concern. It is
said that most of what is left of our privately owned old growth timber, rapidly
being used up, will be gone in about 20 years and new growth will not mature
until after the turn of the next century (e.g, Fortune, Mday 1962, p. 232). See
also pages 250-1 of “Western Forest Industry”. by J. A. Guthrie and G. R. Arin-
strong (Johns Hopkins Press, 1961).

THE EXCHANGE RATE ISS8UE

Canadian exports of lumber rose during the 9 years when the Canadian dollar
was at a premium. Although the recent devaluation tends to make Canadian
lumber sales to the United States more profitable to the Canadian producer, it
also raises the price of U.S. equipment to the Canadian lumber industry, ard
Canada buys a large percentage of its machinery and other supplies from tte
United States. Moreover, it s understood that in recent labor negotiations in
the Canadian lumber industry, the new value of the Canadian dollar was usec
by the union as a basis for requesting higher wages.

Established with the approval of the International Monetary Fund, the
devaluation was designed as part of an overall effort to adjust the Canadian
economy to the changing facts of international economic life. If the Canadians
are successful in achieving a new equilibrium, both countries will benefit. Import
restrictions by the United States in isolated efforts to offset the short-term effect
of the Canadian devaluation could well impair such prospects.

What the Canadians have done should not be labeled as “manipulation.” It is
rather a conventional, sound monetary adjustment designed to correct a very
serious balance-of-payments situation. It should be given a chance to work itself
out. Flexible tariffs to offset the premium of the U.S. dollar—fluctuating with
changes in currency values—would be an isolated, gimmicky response to a
highly complex situation. The present situation of & U.S. dollar premfum over
the Canadian currency places a premium on responsible public policy In the face
of new competitive pressures.

THE IMPLICATIONS OF IMPORT RESTRICTIONS

The proposed tariff quota would not keep out Canadlan lumber that exceeded
10 percent of the U.S. market. It would rather tend to keep prices higher than
they might otherwise be—offering the U.S. lumber industry & temporary advan-
tage that, by stimulating substitution of other materials, would become 4 longer-
run disadvantage., Higher prices for some lumber specles also stimulate market
opportunities for other lumber species. One region in the United States may
then benefit at the expense of another. Imports help to keep lumber competitive
with alternative materials. With fewer smaller mills and less small-mill lumber
available to meet market needs—a decline caused primarily by basic economfe
forces of domestic origin—the Canadian lumber seems to fill a gap. It also
helps us conserve our scarce timber resources for the most economie uses.

The proposal would stimulate a oconcentration of imports into the early
months of the year in an attempt to come under the wire of duty-free treatment.
This concentration would tend to depress domestic prices in that period. The
proposed tariff-quota might stimulate action later in the year by & concert of
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Canadians who would come close to “dumping” to break the market price and
would thus prevent the tariff-quota from having its intended effect.

The proposal’s “reciprocity” feature has a surface appearance of equity. In
fact, however, this is not equity at all. The apparent equality of treatment {s
not equal treatment in fact. Canadian lumber exports to.the United States are
much more {mportant to Canada than U.S. lumber exports to Canada are to the
United States. Moreover, U.S. exports of softwood to Canada have not come
close to 10 percent of Canadian consumption in any year, whereas Canadian
exports of softwood to the United States have exceeded 10 percent of U.S.
consumption in 5 years since the war, including each year from 1938 to 1961.
Canadian import duties on lumber are higher than U.S. duties. Under the
proposed tariff quota, Canada would reduce its tariff much more than the cut
made in the U.S. duties (which are actually an import duty plus an excise
tax) in exchange for duty-free entry of less lumber than it now ships to this
country and higher levies on any lumber it ships here above the duty-free quota.
On the basis of 1061 trade, the latter volume of dutiable lumber in excess of the
quota would amount to over 20 percent of total Canadian shipments of softwood
lumber to the United States last year. To the extent that reductions in Cana-
dian duties would result fn more U.S. lumber exported to Canada (such in-
creases would most likely be very small at most), Canada would be making
concessions in both its home market and in its major export market as well.
Such restrictions would pose a problem for a growing Canadian lumber industry
and for total U.S. trade with Canada—a problem that exceeds in scope and
magnitude whatever short-run advantages may accrue to a U.8. lumber industry
w;hiose difficulties are much more from other causes than from Canadian compe-
tition.

Curtallment of Canadian lumber shipments to the United States—exceeding
$250 million in 1962 and an important source of foreign exchange—would
probably have an adverse effect on U.8. exports of manufactures to Canada,
which are of considerable tmportance to our economy. Our fruit exports to
Canada, many coming from the Northwest, might also be affected. Total U.S.
-exports of fruiis and fruit preparations to Canada in 1961 totaled over $100
millfon. They have been rising steadily at least since 1957. U.S. exports of
softwood lumber to Canada might also be affected. In 1061 they amounted to
a fourth of the 318 million board feet we exported. Total U.S. exports of all
kinds of 'goods to Canada in the last 3 years have totaled approximately $3.7
billion annually. U.S. imports from Canada have totaled about $3 billion. Our
export surplus vwith Canada has ranged bétween $600 million and $800 million.

These views in opposition to import restrictions apply with equal valldity to
the advocacy of "voluntary export control” agreements. Cutting U.8.-Canadian
lumber trade ‘#ith either edge of the control knife would be a mistake—serving
neither the national interest nor the baslc interest of the lumber industry. -

It is essential that the lumber industry make a vigorous effort to adjust to
the new competitive situation. There is evidence that the rapid advance of
competing prcducts has been a function, ot only of the imagination of those
who developed them, but to some extent of the neglect of parts of the lumber
itself in both research and promotion. One of its leading associations began a
trade promotion program only 3 years ago, There {8 much more to be done by
both Government and industry. Greater efficlencies in both timber utilization
and labor productivity deserve attention. The course of responsible action is in
the directlon of building strength for the industry and for the national economy
of which it is inextricably a part.” Import restrictions do not fit those policy
standards. They 4o not even protect. . -

The industry’s proposals of import restriction come at a time when the lumber
industry has to some extent settled down after an inevitable readjustment pe-
riod, and when the initiative the Canadlians and the rest of the free world expect
from us is in the direction of trade expansion. They also come at a time when
the construction industry, to whose ups and downs lumber sales are 50 closely
tied, is showing clear signs of recovery (table 8). So do lumber sales them-
selves (table 9). Fousing indicators point to 1962 becoming one of the best
years on record (szenlso “Business Week, June 80, 19062, p. 23). :

* West coast lumber production has since the war tended to lag behind changes
in housing starts (Federal Reserve Bank of San Francisco, “Monthly Review,"”
February 1959, p. 24). But the data on U.S, lumber sales already show: the
upswing. Mill shipments in May 1962—total and in softwoods alone—were the
highest they had been in at least 14 months, and the January-May average was
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higher than the motthly averages of 1060 and 1081 (table 9). The volume of
new lumber orders received in May was 7.4 percent higher than the correspond-
ing averages of the two previous years. MIill stocks at the end of May were
2 percent lower than the end of May 1061 (Natfonal Lumber Manufacturers
Assoclation, “The Lumber Letter,” July 6, 1062, p. 2). These trends are reflected
in an fmprovement in the employment situation in the lnmber and wood products
Industry. This improvement was already evident in February 1862, when utiemn-
ployment in this industry was reported by the Labor Departinent’s Bureau of
Employment Security at 62,000 compared with about 100,000 the year before.
This improvement was also true of Oregon and Washington. In Oregon (accord-
ing to data in the testimony of the International Woodworkers of America before
the Senate Commerce Committee in June 1082) there were 7,000 more people
employed In the lumber and wood products industry in March 1962 than in
March 1981, 1In Washington the gain in April 1962 over April 1961 was 1,600.

CONCLUSIONS AND RECOMMENDATIONS

The fact that shifts are taking place in the sawmill industry under the influ-
ence of competitive forces at home and from abroad should not suggest the need
for Government action to restrict the competition and retard the shifts. The
representative of the Western Pine Association told the Senate Commerce Com-
mittee on April 16, 10682, that the best way to keep U.S.-Canadian good neigh-
bor poliey going Is “to assure, so far as possible, equal competitive opportunity
for all operations in what we westerners call ‘one forest under two flags."
Where some sectors of the forest nare competing with one another and the eco-
nomics of the U.S. lumber industry invites imports from Canada, govermuent
intrusfon to provide the requested assurance—an objective that defies simple
definition—would tend to convert “one forest under two tlags” into a pollcy jungle,

Structural and operational changes have always taken place in the industry.
They are still taking place and niore may be needed. The steps which Govern-
ment should take to help strengthen the industry should not be at the expense
of the natlonal Interest at home and abroad. They should not divert us from
the effort that must be made to lower restrictions to international trade, or
from a policy of sound conservation in our administration of national timber
policles, Sound conservation policies and domestic market forces affecting the
supply and demand for lumber have in effect attracted imports of Canadian soft-
wood to fill supply gaps.

To restrict Imports would be dealing with the effects not the cause of this
process. It is a step that would not be even part of a constructive solution for
whatever problems these economic forces have created or aggravated. It would
rather set off a sequence of events which would prove injurious to the best
interests of the country, and not excluding those of the lumber industry itself.
The position of Canada as the largest single national market for U.S. exports—
coupled with the importance of lumber to Canada’s earning power—suggest the
geed (ftor prudence and responsibility in our approach to our trade relations with

'anada.

In the interest of the Natlon das a whole, it Is recommended that:

1. No restrictions should be placed on imports of lumber either through
direct controls, or through “Buy American” policles, or the burdensome
requirement of country-of-origin markings on imported lumber, or voluntary
export controls, ’

2. The Government should make sure that timber from the public domain s
made available on an orderly and fair basis to those who compete for it—
all within’ the scope of allowable cuts in accordance with standards of
effective and farsighted conservation of timber resources. :

3. The lumber research and promotional efforts of loth industry and
Government should be stepped up.:

4. Transportation laws and rullngs as they sffect the lumber industry
should be reviewed for the purpose of discontinuing those which place the
U.8, industry at an unfair disadvantage in competition with Canada, and
certain domestic producers at an unfair disadvantage in competitlon with
other domestic producers. In making such changes, careful account should
be taken of the competition between those in the U.S. Industry itself who
ship by water and those who ship by rail. Lo
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6. Depreciation schedules for tax purposes should be kept up to date.
The recent changes announced by the Treasury Department are noted
with approval.

0. Adequate Government funds should be provided to finunce the con-
struction of access roadls.

7. As part of a more general effort to study the problems of American
industries and work with these industrles toward sound solutions, the ad-
ministration should include the lumber industry in the list of industries
deserving early attention in this respect. Claims of injurlous import com-
petitlon should bLe evaluated by the Tariff Comunission in accordance with
statutory procedures established for such purposes.

8. The United States should proceed vigorously and consistently with a
trade expansion policy abroad, and an econowmle adfustment policy at home.
Through the resulting expansion of markets for the goods of both the United
States and Canada, the U.S. lumber Industry stunds to benefit from such
efforts. Market-sharing formulas are not formulas for progress, They are
ratiier Government intrusions which in effect retard the pace of expansion
50 essential to the Nation’s total interest Loth at hovue and abroad.

These recomuiendations add up to an approach that is consistent with the
economics of our lumber industry, the country’s stake in a strong wood products
industry, the objectives of the natlonal interest at home and abroad, and with
the declared interest of the National Lumber Manufacturers Association in
“amity and equity in our relationship with Canadian lumber producers.” We
cannot expect to succeed in our national trade policy—in what the Canadians
have called “the new American initintive”—unless we are prepared to deter-
mine with meticulous care the causes and proportions of the difficulties Amer-
ican producers may be encountering and the most responsible ways to deal
with those problems. The Government's approach to the problems of the lum-
ber Industry should exemplify, not tarnish, the kind of inftiative which the
President's trade legislation proposals of 1962 appear to reflect.

(Revised (minor revisions, none substantive) August 24, 1962.)

TauLe 1.—Softiwood lumber: U.8. production, congumption, and imports from
Canada

{Million board feet]

Total
fmports .
R Consump- [ Produc- Imports as per-
Year tion? tion from cent of
Canada | epparent
consump-

tion

20.493 2,085 7.4
30, 234 2,143 7.0
20, 562 2,418 8.6
29, 282 2,781 9.8
29,815 3,33 10.3
30,231 3,065 9.7
27,100 2,649 9.2
27,319 3,000 10.4
30,674 3,668 1.2
28,334 3,578 1.8
27,000 303 13.1

! Apparent consumption: production plus imports minus exports, plus or minus change in stocks.
Source: U.S. Department of Commerce.
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TaprLe 2.—Indexes of U.S. consumption of softwood lumber, softwood plywood,
hardwood, insulation board, and particle board, 1947-61

[1947-49=100)
Softwood
- s Hard- Insulation
. board board
Lumber | Plywood

97 91 100 100

104 104 130 119
105 70 81

121 143 123 82
110 160 119 80
117 169 133

112 205 178 nz
116 213 179 1
118 213 142
17 221 148
108 301 231 154
110 348 249 166
122 409 311
112 412 292 195
1 419 306 203

Source: U.S. Department of Commerce.

-

TasLe 3.—Lumber tndusiry produom‘m ’:ndezes for the 12th Federal Reserve
district

[1947-49=100]

19568 1957 |- 1958 1859 1960 1961

120 106 107 116 107 ‘101
192 189 1861 108 199 202
201 303 L 352 428 |. 411 428
17 108 110 122 nz m

1 Apparent consumption: production plus imports minus oxports, plus or minus changes {n stocks,

Source: Federal Reserve Bank of S8an Francisco, Monthly Review, March 1962, p, 62. Consumption
index is from U.S. Department of Commerce,

TasLE 4—Indicators of changes in lumber use

1940 - 1958
: 'Nreon ofhousesustng—
Lumber sheathing 4? 3;
19 45
38 11
47 73
ol 87
[} 44

Sotu403: Natlonal Lumber Manufacturers Assoclation, ‘‘Lumber Industry Facts, 1960-61" (1061), table,
D, 40, °F & RLASTERARER, )
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TaBLE 5.—Apprafsed and bid prices in Pacific Northwest, 1959-61

- 1959 1960 1061

l)ouglwﬁr reglon
m) PEIOe. e e ieieiecaeas $20.22 $18.71 $14.98
[ L PP $27. 42 $23.64 §20.04
Bid as peroent of teeececenacescesnsnanan 138 126 134
Aﬂxalsed [ (R L 1 S 100 3 74
Pl oo dndeX. .o ccracveaeas 100 88 3

ne r

Aﬂ)ralsed price. $14.05 $15.85 $10.82
foe........ $16.55 $16.48 |- $12.50
Bid as percent of a| . 118 104 116
PJ)nlsed [ LR LT (5 S s 100 113 k4
BldprlceindeX. .. oooii i iriiccciiacnanaan 100 100 76

Source: Senate address by Senator Morse, of Oregon, Congressional Reoord, June 12: 1062, p. 9499.

TABLE 6.—Waterborne shipments of lumbder to the Atlantio coast and California
from British Columbla and the Pacific Northwest, 1952-61

[Million board feet]
From British From the Northwest—
umbia—
Year
To Atlantic] To To Atlantic, To

¢oas Californla opast Californla

221 8 1,084 413

535 8 1,05 455

2 04 447

348 1 . 1L, 556

282 2 1,023 402

218 0 973 343

602 0 924 434

04 1 903 424

19 849 352

794 ! 593 852

Source: U.S. Department of Commerce.

06842—63——7



TaBLE 7.—Walerborne shipments from British Columbia, 1958-61

{Thousand board feet)
Destination 1952 1953 1954 1955 1956 1957 1958 1959 1060 1061

TUnited States 247,513 566, 276 543,851 202,197 38,954 327,674 632,086 660,120 788,82 924,216
Alsska. 0 0 0 0 0 19 0 0 0 2
Atlantic coast. 222,008 534,965 507,838 344,920 282,161 25,432 602,427 504,218 €94, 604 794,338
California, 7,731 7,507 1,828 TI4A 1,673 0 0 052 19,446 43,740

H \id 9,558 7.577 4,908 12,715 13,13 7,668 3,168 2,133 7,755 12,887
Puerto Rico 8,146 16,27 20.192 3,788 41,937 4,355 46,453 62,826 67,022 3,249
Otber fes. 9200, 530 818,68C | 1,030,424 | 1,016,825 643,780 749.143 656,793 2,042 826,844 856,071
Africa 52,244 123,064 145,308 188. 567 145,132 181,560 139,522 o4, 508 142,293 75,148
Australia 36,060 80,4858 115,484 137,308 99,820 87,213 98, 808 80,115 113, 336 91,935
Japen. . 82 20,677 8,216 1,623 5,852 2,301 % 1,201 1,67 155,550
TUnited Kingdom 772,50 502,814 603, 007 607,240 320,128 384,754 336,880 267,23 518,000 422,960
Other. 39,526 82,467 68,429 82,087 74,850 3,313 80,574 83 835 101,318 110,501
Eastern Canada ] 6,708 5,670 3,007 4,017 2,103 3,482 10,482 9,080 8,828
Total 1,148,052 | 1,301,664 | 1,570,045 | 1,412,05% 980,660 | 1,078,918 } 1,314,361 | 1,197,653 | 1,675,351 | 1,789,115

Soarce: Pacific Lumber Inspoction Bureau, as made avallable by the U.S. Department of Commceree.

SATOLLUY QULUOINI 40 DNIMUYN
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TasLy 8.—Ncto privato housing staris, 1868 compared with 1861
[In thousands, seasonally adjusted at annual rates)

1901
AL e ceccaccmccccmcccrcacmcmcccemmamcancmmee——— - 1,160
MY o cccdcccccecmcrocccamccesecccmemrmmeaseceeesemn——e———— 1,201
JUNOe e e cccccmcccccmeacsmemcecteemmamcmmmceemmmmemamcamae————— 1,881
JU Y adcccmeccmcccecmmcmcanescccmcmcscerescacscscmancma——— emcmemeen 1,343
AUBUS e e mccncccccmcrncctccamccamcacmeecmsmemammem—eeeane 1,824
September....... —m—————— eemecmsmcemmemsmemmeae—ena emcmccmmmemnenean 1,
LOJUTH) o S M memememmmRsAmaMEseasseEmme s emame———— eeew 1,434
November. cecacaa. cmm— ——————— cmemessnncaemas mctseamecansmmeamane 1,851
December. Eesnemnnnean—— e - --- 1,207

1002
JONUALY e raccicaccuccccacacaccancnenmrmaan e ————— [, 1,278
D 3122471 T: 5 SRR, S aemmmmeama 1,152
MArChacaccacacrcccccaccrenmemmaan ementm— ——— e mememm———— cmmecenenm 1,481
APl e ceccacccccamecccmamna—— eememsmemctsemcammmanaa 1,838
MOY e cracmmecmccanemann- aememman cnon ammececse=a 1,087

Bource: U.8. Department of Commerce, SBurvey of Current Business, June 1962,
TABLE 0.—U.8, lumbder shipments, 1961 and 1962

[Million board foet}
Total Boftwood .

1000 MONtD]Y AVOIARS. .1 uuur caricseasonenetesacssannrccarasaresssnsanacasans 2,808 2,208
1061 montnlg AVErago.... .. 3,068 :': 231
lNl-—A{)ﬂl... 2,766 , 382
May... 3,03 , 632
June, 2,908 , 408
July.. 32,883 , 1539
August.. 3,010 2,887
eeﬁe 7.781 , 3468
O¢ 2,81 382

November a.g; A
1062 —Janusry g:m o
Pebruary......o. . 2,624 123
A pml
OO 230 11
Source: U,8, Deparitnent of Commerce, Survey of Gurrent Business, June 1062, pp. &-31. May 1962

data from Natlo ber Monulactrors Assoclation, the Tumber Letter, July 6, 1053, v

My, “Tarr. The lumber manufacturing associations want lumber
imports restricted. They seek restrictions both dirvect and indirect.
Now that the industry’s escape clause petition has ended in a Tariff
Commission ﬁndin% of no injury to the industry from trade conces-
sions, the industry has resumed its effort to securo trade restrictions
through legislative action.” The bill before you is pdxt of that effort.

It will increase the costs of the imported product without subjecting
domestic lumber to the same requirement. May I add here paren-
thetically that, even without this ‘discrimination, the requirement
with respect to imports involves other considerations such as the
compensatory or retaliatory or mtnlintorf action that would have
to follow in view of the trade agreement with Canada.

If the country-of-origin marking proposal is really designed by
its advocates as protoction to the consumer—I submit that in theory
such marking has no other justification, but I seriously doubt whether
rotection” of the consumer is their real intent—they must surely

now that, on the one hand, the mark is sometimes lost because the
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lumber is cut before it reaches the ultimate consumer; and on the
other hand, the marking of foreign country of origin, to the extent
it is seen by the consumer, may be a mark of prestige in some cases.
In some cases, I am sure, it i1s a mark of prestige where domestic
lumber is involved. .

I might say that if there is not now a campaign, an advertisin
cam]pnign might be contemplated like that of \oikswu_gen which
might well establish some measure of prestige, at least in price or
some othel{qunlit[s;, for a foreign product, such as lumber.

Some U.S. lumber producers mark their names on their product,
and, as noted earlier, we know of at least one producer who sees n
definite advantage in marking his product as made in the United
States. Such decisions ought to be left to individual producers on
both sides of the horder.

1 think, Mr. Chairman, T must say a word about some of the state-
ments made about Canada at this hearing, and about GAT'I.  With
all rvespect, I think I understood the Senator from Washington to
say that the GA'T'T runs out. This is not correct. The GATT is
an agreement which may be terminated by a certain length of notice,
but. jn the absence of such a termination it continues indefinitely.
It does not run out. It also does carry some escape clauses.

Canada, however, increased its tariffs in a form that might be
described as a surcharge without the necessary international clear-
ances under the rules of GA'L'T, a clear violation of their obligations
at that time.

The surcharges were not objected to as such, so I am told, because
it was necessary for balance-of-payments reasons.

They have now, I understand, removed about two-thirds of the in-
creaso in their tariffs) and 1 assume they will remove the balance.
Whether this applies to lumber or not, I cannot. tell the committee.
I am sure that some of your staflf can get those figures accurately.

So far as black walnut is concerned, I do not think I am ready to
admit that the State of Indiana can raise better black walnut than
the State of Ohio, or perhaps, even the State of Illinois.

This is & belt in which black walnut is very well known, and we are
interested very much in black walnut, too, in Ohio.

But I must say it scems (o be a case where without a source;of sup-
ply outside thers has been an overuse on certain types of things w
which Senator Hartke referred, on gunstocks andﬁv on exports, and
they had not anticipated this kind of sale and, therefore, had not
started their replanting early enough. - :

I think it is only fair to add that one of the points made in the
memorandum which T have submitted here is that so far as softwood
saw timber is concerned the industry has not yet replanted sufficiently
to replace whay, they have cut. They have already reached the point.
where the supply is not adequate and, thevefore, it may resamble in
that respect, at least, the situation of zinc and lead in which 'our own
reﬁg&ces cannot supply the grades of those particular metals that are
needed, : _ L
. I urge the supporters of bills like those before the committce to
exert. their energies not in the direction of new burdens on the move-
ment of goods in international commerce, but in the direction of con-
structive answers to whatever competitive problems they fuce.
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We aro proud of being private enterprisers, I would suggest to
those involved in this particular argument that private enterprise is
something to which they could devote more attention more effectively
than by seeking additional protection.

The CratrMaN. Thank you very much, Mr. Taft.

Any questions?

Senator Dovaras. Mr. Chalrman?

The Coamrman. Senator Douglas.

Senator Dovaras. This requirement. that lumber be identified b
country or origin'is not necessary from the standpoint of quality, 1s
it, because, ns I understand it, '}:‘HA already requires informative
lnbelzing on nll types of raw lumber irrespective of origin; isn’t that
true

Mr. Tarr. Well, I have built houses myself some 20 years aigo but,
I am not an expert on that, sir, and I would certainly take what think
two witnesses stated today before this committee ns correct; I assume
that is correct. ,

Senator Douaras. So that green lumber could not be passed off as
dried lumber? ' /

Mr. Tarr. Certainly not.

Senator Dougras. This would apply to lumber from Canada as well
as the United States?

Mr, Tarr. Iamsureit would.

Senator Douoras. You mentioned the fact that you believed this
requiremeént of labeling was probably a restrictive program on the
part of the lumber manufacturers.

In a brief or statement which is being filed with the Committee b
the National Association of Home Builders, but which a‘rparently‘ 8
not bem% lgiven verbally, it is stated on page 2 that the National
Lumber Manufacturers Association at their legislative meeting of
January 22,1963, adopted the following resolution : ‘

Mounting imports of softwood lumber from Canada: In an effort to curb these
shipments, which presently account for about 17 percent of the softwood market

In the United States, the industry in coming months will push for:
(1) A congressional resolution urging the President to impose realistic import

quotas; = . . .

{(2) ieglslatlori requiring the marking of all imported lumber to identify the
country of origin;

(3) Amendment of the National -Housing Act to prohibit the use of foreign
lumber in construction bearing FHA-Insured financing; and t

(4). Legislation to include lumber and wood products as an “agriculturc?
commodity or products thereof” subject to import quotas under section 22 of the
Agricultural Adjustment Act.

- Assuming that this quotation is accurate, this would seem to indicate
this is merely one part of a general program designed to restrict the
importation of Canadian timber; is that truef , L L

Mr. Tarr. I would say so without any question. I had not seen this
before, but I had assumed from the answer of the representative of the
Lumber Manufacturers Association that this was his position,

Senator Douoras. Yes, Thatis what Tunderstood, =~ -

Now, granted that Canada at times does thin‘Fs which are irritating
and advarse to the United States, and granted that they are altogether
tod sensitive abont many matters, isn’t, it true that with the degree
of anti-Americanism which is present in Canada always, and which is
coming to the surface now, that bills of this kind, particularly the
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Jordan amendment, would in all probability lead to retaliatory action
by Canada and thereby worsen relationships rather than contribute
toward an imgrovement of relationshipst
" Mr. Tart. I think there is no question of that. The present gov-
ernment would probably do it as a matter of policy, and I think if the
ﬁgvernment should be changed in the next election that they would
almost forced into it by the position of the minority of the present
government at that time.

Of course, if this government should win, then they would con-
tinue what they have done, and I am sure that would involve re-
taliation. They would feel they had to be in line with what they
had been saying all along about the relationships between the two
countries,

Senator Douaras. As you know, I sponsored an amendment to the
Trade Expansion Act which gave to the President the power of re-
taliating where actions by foreign governments were distinctly ad-
verse to us, so I am not a nonresister in these matters.

Mr. Tarr. Our committee sugported you, sir, in that respect.

Senator Douaras. I know. Neither of us are nonresisters in these
matters. But, at the same time, international affairs are like matters
of personal relationships. One needs to be careful, does one not, in
launching upon a line of action which may stimulate retaliation, and
may ultimately lead to & worse situation.

Mr. Tarr. There is no question that to start on that, as we found in
the period between 1930 and 1939, you start a trade war, and that was
what we had even before 1930, beginning almost after the First World
War, but running through that 20-year period was a tariff war that
pushed up not only our own tariff but also produced the Qttawa
agreement with the Commonwealth preferences that have plagued
us ever since. S :

Senator Dovaras. I would like to make the term a little different
from yours. I would like to say from 1920 to 1933 or 1934 rather
than 1939, because I added especially the years 1930-33. -

Mr, Tarr. I was referring to the world situation, Senator.

Senator Dovaras. Oh, yes. '

Mr. Tarr., Because a large part of the Nazi bilateral trade wars
were conducted durin%‘th’e thirties. ‘

Senator Doucras. Thet is right. But our provocation ceased in
1933 and 1934, ] ‘

Mr, Tarr. I was not commenting on the United States by itself,
Senator.

Senator Doveras. Iam glad of that. , S

Then we turned over a new leaf in these matters with the Hull-
Roosevelt program of reciprocal trade for which you have been an
eminent and elo%uent expositor. . ,

Mr. Tarr. While it is true that the act of 1962, our act of 1962, does
not make marking and labeling one of the concessions which we may
use as something for which we get something, it actuallg‘ is in thd
Canadian treaty and became part of our commitments under GATT,
and this is considered as a negotiating item in the general agreement.
Article 9 of GATT, I believe of the witnesses indicated this, has
added a strgn%chening provision with reference to pirating or de-
ception or anything of that sort, fraud. o
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The Cramyan. Thank you, Mr, Taft.

Mr, Tarr. Thank you, Senator. .

The CrairmaN. The next witness is Mr. Richard Riley of the Fur-
man Lumber Co.

All right, proceed.

STATEMENT OF RICHARD RILEY, FURMAN LUMBER CO.,
BOSTON, MASS.

Mr. Ritey. Mr. Chairman and gentlemen, I want to thank you for
the opportunity to apgear before you today.

My name is Richard Riley, a member of Furman Lumber, Inec.,
Boston, Mass., and a director of the Inter-Coastal Lumber Distrib-
utors Association of New York,

Our firm sells softwood construction lumber and é)lywood in the
New EnFlaud States, New Jersey, and New York State, including
Long Island.

Our volume exceeds $20 million and 250 million board feet per year.
Our sales are to retail lumber dealers who are primarily servicing the
homebuilding industry.

We procure our lumber supplies from the Northeast, the South, the
Northwest, and eastorn and western Canada. ,

The products we purchase from each area are those that are most
economically available from each.

The consuming area that we cover depends on Canadian lumber
for approximately 65 percent of its softwood dimension requirements.

We are opposed to required marking of lumber with the country of
origin because— '

(1) It would tend to create chaos in the consuming market of
the Northeast.

(2) It would lead to unnecessary restrictive legislation that
would result in higher costs to the consumer.

(3) It would be damaging to the growth of the lumber in-
dustry as a whole. o

The American Lumber Standards Committee has worked long and
hard for many years to bring about and maintain in the lumber in-
dustry standard sizes and grades so that consumers can be assured of
a uniform interchangeable product from various mills.

Marking the lumber with the country of origin would re?uire_ yards
to carry a double invertory using more space and funds than is now
necessary. D

It would cause confusion in all channels of distribution by utineces-
sarily differentiating between species of lumber by. counitry and there
are already very many sgecias and categories. .

This measure would tend to nullify some of the prograss made by the
American Lumber Standards Committee. o ‘

To require marking the country of origin on lnmber ‘would, we feel,
open the door to other unnecessary restiictive legislation such as
requiring U.S. produced lumbsr ca THA. and VA construction.

is would cause U.S. lumber to go up ifi price, and shortages would
develop in some items, ,The result would be higher costs for this type
of housing and a slowdown in forward building. S
Senator Doucras. Mr. Riley, may I interrupt?
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Mr. RiLey. Yes. S : :
Senator Doucras. That is ai)pm‘ently the third item in the legisla-
~tive program of the National Lumber Manufacturers Associntion,
which I havejust read?

Mr. Riky. Yes.

Senator Dovaras. Which I will repeat.

The amendment to the Natlonal Houslng Act to prohibit the use of forelgn
tumber in construction bearlng FHA insurance financing.

If this is an improper quotation, I would appreciate it very much

"if X tvore to be set right. , ) .

Mr. Ritey. As Tunderstand it, that is part of the legislative pro-
gram that is proposed. '

The linibér industry is beset with many chironic problems; one of
which is the pressure of substitute maferials in home building.

This medsure would lead to higher lumber prices and wounld allow
these substitute materials to gain a greater part of the lumber market,
thus injuring all segments of the industry. _ ,

We are dplp'osed to this measure because we feel it restricts and dis-

“rupts the ordérly merchandising of lumber, and we feel there is neither
need nor desire on the part of ourselves or our customers, or the con-
“sumer, for' thig type of legislation.
. I might add here during the noon recess I had a chance to look over
the“Na%im‘ml Home Building Association brief and in it there is a list
_of telegrams which bring out this point that consumers throughout
the country’ that belong to this associntion are not in favor of this
ty;ig of legislation, .
: hey' feel along with us that it would raise the cost of this type of
housing, . v ~ L

'I‘lie‘%ack of comitry of origin marking does not affect the “Buy

American Act” because it is very easy for consumers to find out where
‘their limber ¢omes from and in maiiy cases this is a condition of the

sale, . . N
We would liké to ses constructive legislation, the kind that would
-help reduce t{le costs of U.S. lumber to the consumer, so that domestic
lumber Would not only compete favorably with imports; but also help
-stern’ the flow of substitute materials into the home building industry.
" Legislation regarding the 'ricin% of U.S. timber holdings would De
helptul if it prévented unrealistically high costs to the mills.
hipping laws which require U.S. lumber producers to ship water
i:)s;rg]o lut’nd ¥,’on an uneconomic and an uncompétitive basis should
changed, . | o : . )
. Wefeel ,th'a‘ thie “Jones Act” is an example of a restrictive law which
“ishurting the lamber ji'ro‘dut;e,rs. v , . S
. We feel that the building industry is one of our most basic industries
and any measire which restricts it, disrupts it, or unnecessarily raises
costs has far reaching detrimenta] effects on the entire economy.
" " 'The péople of New En‘%land and the northeast are vitally interested
in the contumed,‘s_upglyp - large quantities of lumber products,
We need _l‘,unsll%gl,‘.‘ ro both the United States and Canada, and-we
will ¢ontinue our effort to maintain the historic freedom of trade with
olir good néighbors to tha north, an effort which is in harmony with
the spirit of this generation. . : '
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Thank you. :

The Cizamdgar. Thank you, My, Riley.

Avre there further questions? - '

The CramrMan. The next witness is Mr. Albert A, Block of the
Albert A. Block Co., Annapolis, Md.

Take a seat, Mr. Block, and proceed.

STATEMENT OF ALBERT A. BiOCK, REPRESENTING .ALBERT A.
BLOCK & €0, ANNAPOLIS, MD. V -

Mr. Brock. Mr. Chairman; imembers of the Senate Finance Com-
mittee, my name is Albert A. Block. My home address is 118 Spa
View Aveuue, Annapolis, Md. : :

For the past 29 years I have been in almost every level of the al-
coholic bevernge industry. At present, I am an importer, retailer,
and consultant in nlcohofic beverage legislation and marketing.

For 15 years, I have been legislative chairman of the Maryland.
Liquor Packnge Stores Association, which is affiliated with the Na-.
tional Package Stores Association, . .. . . ., .

M u})peamnce liere is in behalf of the State of Maryland group,
of which I was cofounder in 1946, This is a nonpaying job. ’

Wo are strongly in favor of H.R. 2513. While our on ]y criticism
is that it doesn’t go far enough, we feel that its passage would be a step
to strengthen the current. efforts of our exccitive and legistative to-
ward the correction of the many packaging evils- which deceive the
American consumer every day of theyear. . U

Ouy %mup believes in every form of honesty in marketing.  We be-
lieve thit the consumer should always get what he thinks he'is getting
as to quantity, quality, and origin of contefits; and in the case of &
processed article, the origin of its principal ingredients.” - '

Some of the packaging laws of ‘our industry are so consfrued that
in ‘many instances they Invité infriiigement upon tml riglits of the
purchaser to choose a product in the marketplace withoit having to
interpret portions of .the information.upon the Jabel,-pnd in some
instlafnces'question the ‘deceptive inference with respéct to the noma
itse 3 N P P N N

I should like, Mr. Chairman, to present an exhibit to ba included as
Bart of my t‘est‘m‘ony. Here isa bgttle‘df digtmed spirjts made in the,

nited States shi{)pe;l‘to Belgium in bulk,stored tliore and re-shipped
to Philadelphin whera itisbottled, = .~ o0 T

The label features the word “imported,” nptxynth’stahdipg its do-
m%iqpri%in: L e e e e i e T ay

“Y¥hile the vendor has complied with all labeling regulations of the

roper Government, agency, the purchaser of this brand belisves he
13'Qe,tting‘an'_1mz)orted rodwet. i A

" Nowhere on 'the panﬁg"q does it state the colintry of fetual origin.
t. present there exists within ‘our industry an insfance where oyr

lab ]ixgg éggulatidns';agd practices cgﬁﬁrtadl(;i;p ency¢lopedjas, diction-
aries, trade sotir¢es, and consurner understanding. " .o b
- Qur ot;ggni_zr\%%i{ Aedicated t9"§1191mm9}§gu ! ﬁ;gilnicnll,‘s}eglings
with Mr. aid Mrg;‘.Un%ted tates, hopes that, the principles of fairness,
conttained in HL.R. 2518, }f it becomes l%;v,\% 1.be s, forerunner to the
o :

correction of many other deceptive Inbeling tices which exist,”
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I thank you for the o portunity of presenting this testimony.

Before I close, I should like to digress from my prepared text
for 1 minute to say that I have here a copy of a letter sent to this
committee last year by the National Consumers League, and if I
ma’.ﬁ,fl should like to read it.

is was on H.R. 7692, which of course was in the 87th Congress
last year: ,
- DeAr SeNATor Byep: The-National Consumers League has for a long time
urged more complete Informative labeling of consumer goods. We agree com-
pletely with President Kennedy who stated in his consumer message to Con-
gress in March that ‘“one of the rights of the consumer is the right to be
informed and to be given thé facts he needs to make an informed choice.”

Without full information, the ¢customer’s dollar may be wasted and the na-
tional interest would suffer.

Our economy cannot afford waste in consumption any more than in business
or in government.

The league itself therefore urges the enactment of H.R. 7692—
that was last year’s bill—
to amend the Tariff Act to regulate certain imported goods to carry information

as to the country of origin, since this bill would result in more complete infor-
mation on the basis of which consumers can discharge thelr responsibility of

{ntelligent spending.
Sincerely yours,
: SarA H, NEWMAN, General Secretary.

That is the National Consumers League, two of whose vice presi-
dents were recently appointed by the President to the Consumer
Adpvisory Couneil. ‘ : .

I am sure you understand that organization. I think that the
consumer-who hasn’t been mentioned very much today should know
what he is buying at all times.

Thank you. v S

The CHaRMAN. Thank you véry much, Mr, Block.

The next witness is Mr. Sidney S. Postol, City Lumber Co., of
Bridgeport, Conn. S ’

STATEMENT OF SIDNEY 8. POSTOL, CITY LUMBER (0.,
" BRIDGEPORT, CONK.

Mr. Postor. Mr. Chairman, Senator Douglas, I am here in opposi-
tionto Senate bill957. =~ . . . X

I am Sidney S. Postol, vice president of the City Lumber Co., of
Bridgeport, Conn. . o .

Our company is & wholesale distributor marketing its produects
E‘liim%lrily throughout the Northeast, the Middle Atlantic States and

orida.. o e L

Our’ distribution facilities are located, at’ Boston, Bridgeport,
Newark, N.J., Philadelphis, Palm Beach, Fla., Port Everglades, Fla.

‘Wealso maintain & buying office in Portland, Oreg.

Our annudl volume 'of séftwood 'lumber is approximately 200 mil-
lion feet, which represents purchases for direct shipments to our
customers and for inventory and our distribution facilities,

I am here because I am concérned that the Jordan gmendment will
require our company. to change its way of doing business from the
pattern that has developed over the past 50 years. ‘
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This will be at considerable cost to oursélves and to our customers,
the retail lumber dealers, and to their customers, the consumers, the
consumers of the products. . )

It is our practice to sell lumber on the basis of species, grade, and
gize as onr customers need it without regard to where it 18 produced.
‘We know that this is true of our competitors and others who distribute
lumber. We keep our inventory separate as to siecies, size, and grade.

Senator Douaras, Mr. Postol, would you be kind enough to speak
more loudly ¢ ’ C

Mr. Postor. I am sorry. ‘ L .
. We keeg our inventories separate as to species, size, and grade, but
if we are forced to add a new category, segregation by country where
produced, we will have to substantially increase our inventories.

The cost of handling, the requirements of space, and the amount
of money tied up in financing will almost double. This will cost us
morse and will, of course, be passed on to our customers. ’

. 'We are concerned not only as to the cost to the lumber users, but it
is our'fear that this increased cost will lose markets for lumber which
will go to competing materials. o ' . :

Our customers do not require, hor have they ever asked, that lumber
be marked as to origin or kept separate on this basis. - :

In our-own distribution (iyards we have never made any such selpq-
ration. Our deliveries made by trailer truck to retail lumber dealers
ma):ie no’ such separation, nor do our customers so separate in their
yards. , , . - o
We are not looking for protection for a cheap source of’ supg‘l)y.
There is no cheap source of supply for ﬁJOOd quality softwood lumber.

Canadian softwoods that come into this country constitute some 15
percent of the domestic market, and this does not set the price. - - '

Prices:of the same grade and specie for Canadian and American
lumber are comparable. They are sét by supplg and demand in a free
market where no'single producer dominates, and where no single buyer
is large enough to force his price on the producer or seller. :

Thank you. ,

- Thé CHAIRMAN, Thank you very much.

Any questions? i o ‘ oo

Senator Doueras. Mr. Postol, may I ask how many grades 'of lum-
ber there are? What arethe main-categories of lumberf - - .

Mr. Posror. Well, in softwoods in construction lumber, and:I think
really:that is the issue here. There are three' main grades:that-are
sold—construction, standard, and utility—and they are used-primarily
inhousé'construction, i - ot v o T oo T T
__ Allthree are recognized grades by grading associations and are listed
in the FHA minimum 'ropert’r requirements. . .. o

Senator Doucras. That isall cured lumber, so-called,isit? . - =2

Mr, Postor. No,sir, - i o o -

* Sehator Dovoras: Nof - L o

Mr. Postor: I think that I might correct one misimpression-that
Senator Warren' Magnuson may have given us, that lumber produced
in the United States is shipped dry and that lumber shipped from
Canada isshipped green. e el

We do business in Oregon, ih Washington, and currently are buying
from Washington from somé of his good constituents, green' lumber
of the same specie and grade asis produced in Canada.

T
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We will continue to do business with these companies; and have
done it for a number of years. .
The matter of green or dry in softwood construction lumber I think
"is a matter of economics. When you ship it by water, it is usually
Shik) n, cube is the factor there, space rather than weight.
h" '1:(111 dlt is shipped by rail, some is shipped green and some is
shipped dry. ‘
t is a matter of facilities of the people who store it as well and the
practice of the community in which it is used.

Senator Dovaras. But this is not an official distinction then between
green lumber and dry lumber?

Mr. PostoL. Official as to whom ¢ .

Senator Doudras. Well does FHA requires lumber to be graded
as to whether it is green or dry? .

Mr. Posror. Well in construction lumber, that which is used in
framing, it does not require that it be kiln dried; no, sir.

" Senator Doucras, What about finishing? _

Mr. Poston. Finished lumber is always sold dry. It would not
stand up on the house, if it were green, It would shrink, it would
warp, it just wouldn’t be useful, and frankly there is very little finished
Iumber shipped from Canada intp the United States.

The bulk of finished lumber comes from California, Oregon, Wash-
ington, Idaho, Montana-—some from thé Southwest, too.

Senator Douaras. Is as much lumber from Canada dry lumber as
from the United States?

. Mr. Postor. No, sir; there is very little dry lumber shipped from

‘Canada to the United States.

S Seni;tor Douaras. What about the majority of lumber in the United
tates

Mr. Postor. Well, for the same usage, there is far more green
lumber shipped from the United States than there is from Canada.

After all the Canadian production shipped into the United States,
represented by the National Lumber Manufacturers statement, is
some 15 percent. o '

Senator Doucras. Yes, but I mean proportionately within that 15
percent, is it green or dry? :

Mr. Posror. Largely green lumber.

Senator Douaras. From Canada?

Mr. PostoL. Yes, sir. ’ :

Senator Doucras. And in the 85 percent that comes from the United
States, is that primarily green or dry?{

Mr. Postor. In all onestfjir, I don’t think I can answer that cor-
rectly. Ijustdon’thavethe figures.

My impression is, at least in the business that we do in house con-
struction lumber, that it is more green than dry.

Senator Dougras. That is American lumber. :

Mr. Postor. Yes, sir. And this is shipped both by water and rail.

Senator Douoras. So what you are saying its that there is no su-
periority in quality so far as lumber being cured in American lumber
as compared to Canadian lumber?

Mr. Postor. Green for green—

Senator Douvoras. The proportions of each.

Mr., Postor. T am not sure that I follow the question.
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Senator DoucrLas. We have two categories.

Mr. Postor. Yes, sir.

Senator Doveras. Canadian lumber, 15 percent of the total, Amer-
ican lumber, 85 percent of the total.

You say Canadian lumber, green Canadian lumber, is just as green
as green American himber,

ranted, of course, dry is just as dry. A

But the question is about the relative proportions of these two cate-
gories which are green and dry. ,

That is of the 15 percent American, do I understand you tosay——

Mr. Postor. Fifteen percent Canadian.

Senator Douaras. Fifteen percent Canadian, there is just as much
dry lumber proportionately within that.

Mr, Postor. No,no; I amsorry. If I gave that impression I wasn’t
clear in my answer.

It ismy impression that most of the Canadian lumber that is shipped
into the United States from the Pacific Northwest is shipped green.

Senator Dovaras. Isshipped green?

Mr. PostoL. Yes, sir.

) S}:apato(ll' Doucras. And most of the American lumber that is shipped
isshi —_

Mr!) osToL. Isaid that I wasn’t sure. Certainly in what we deal in
American lumber, most of what we buy and sell in American lumber,
is shipped green, not dry.

Senator Doucras. Does it obtain drynesson itslong trip?

Mr. Postor. No, sir. It is sawn, planed green, shipped in a vessel
or in n freight car green, it is put into the retailer’s yard or into our
distribution yard green, sent out to the job site, put into a building,
but it maintains its dimensional stability primarily in terms of the
species involved : fir and hemlock. ‘ :

They don’t shrink yery much when they are drying, and the shrink-
in% takes place rapidl%so that the building is not adversely affected.

Senator Doucras. Why would you object to having the Canadian
lumber labeled, aside from this req?uirement that you would have to
set up six categories instead of three

My, Postor. Within those categories, of course, you can sell sizes
of lumber. *

Senator Dougras. Yes. In other words, you would have to double.

Mr. Postor. In the distribution yards such as we maiutain are ap-
proximately 200 to 250 sizes. Each one represents a number of piles.

If this lumber could not be shipped because Canadian lumber or im-
ported lumber was not acceg;able, 'we would then have to have a sepa-
rate _[:2{3 that could only shipped where American lumber’ was
required. ‘

Senator Dovcras, In other words, you would have to have 1,200
categories, 200 multiplied by 3 multiplied by 2, instead of 600

Mr. Posror.. Check; yes, sir, and that would further be confused
as weare presently set up, We don’t separate the lumber from Oregon
or Washington or the lumber from Canada. . -

When we load out a trailer load if we have one size in Canadian,
another size in American, it all goes out at once. .

This would mean that in addition to having more glles, we would
have to go looking for them. We would have to keep them separately.
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Senator Doucras. There are a lot of pe.of\)le in Oregon who like to
think that their softwoods are better than the Washington softwoods.

Suppose they were to say that the State of Oregon would be shown
so that you would have—— .

Moy, Postor. Sheer chaos.

Senator Douaras. You would have Oregon lumber differentiated
from Washington lumber?

Mr, Postor. We have been in this business a while, and have never
so regarded it.

Senator Doucras. I am sure that Idaho believes that its lumber is
superior to that of Washington and Oregon.

r. Postor. Itisan areain which I will not debate, sir.

Senator Douaras. Don’t you get any Down East lumber, any Maine
Tumber?

Mr. Postor. We used to, sir,  We maintained sawmills in Maine,
New Hampshire, and Vermont during and after the war, but the best
of it was cut out. It was uneconomical. The trees were too small to
produce good building lumber, and about 1950 we closed down all of
our operations in the Northeast, so that very little of that goes into
house c¢onstruction. L ‘

Senator Doucras. But you feel a loyalty, don’t you, to the New
England States?

. Mr. Postor. Siry I cut my teeth in the lumber industry there.

Senator Douar.as. You would like to help them, wouldn’t you?

Mr. Postor. Yes, sir. ,

Senator Dovcras. A great many people come down from Maine,
New Hampshire, and Vermont to Massachusetts, and if they had a
chance to buy northern New England lumber wouldn't they-take
advantage of 1t ¢ o

Mr. Postor. No, sir. We presently sell. west coast wood from
Oregon, Waghington, and Canada in all of the New England States.

Senator Douaras. Do you mean to say that the Yankees are suf-
ficiently lacking in patriotism? anh

Mr. Postor. No, sir,

Senator Douaras. So that they would not purchase their own
timbers? PR ,

Mr. PostoL. Not at all, sir, but they find it more economical to buy
carloads of lumber from the west coast for their use. ,

Senator Douaras. You mean their desire to economize takes prece-
dence over their local pride? : . ‘

Mr. Posrtor. No, sir, but to use the same size of wood to construct
o house that may be constructed with 2 by 8 floor joists in west coast fir
or hemlock might take 2 by 10 or 2 by 12 northeastern spruce or north-
eastern hemlock and you would have to redesign the house, and be-
sides there isn’t that much production available.

Senator Douaras. Then if the chamber of commerce in Maine
should ask that all lumber from Maine be Iabeled as Maine cut lumber,
you would not support that? o A

Mr. Posror. No, sir. Besides, I don’t think it would be much of a
problem because there isn’t that much produced there.

Senator Dovaras. Can’t you have local patriotism as well as na-
tional patriotism? Shouldn’t people be entitled to.know where their
lumber comes from so that their loyalties can go out to the particular
timber that grows in the places which they hold most dear$
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Mr. Posror. No, sir, I don’t think that would be a good policy, and
certainly in terms of trade in which we are in and I have been in
it since 1945, it has never scemed logical to any of our customers
or to their customers, the homebuilders.

Senator DougLas. You want to exclude sentiment then? You want
to exclude sentiment from the purchase of lumber and tie it purely
to quality and price?

Mr. PostoL. I think so, yes, sir.

The Crratrstan. Thank you very much.

The next witness is Mr. George Bronz of the National Council of
American Importers, Inc.

STATEMENT OF GEORGE BRONZ, NATIONAL COUNCIL OF AMERICAN
IMPORTERS, WASHINGTON, D.C.

Mr, Bronz. Mr. Chairman, my name is George Bronz, an attorney
practicing in Washington, and a member of the National Council of
American Importers. I have been authorized to appear before your
committee to present the views of that organization on H.R. 2513,
proposing to amend section 304 of the Tariff Act ‘ :

Section 304 provides that imported articles must be properly marked
to indicate to the ultimate purchaser in the United States the name
of the country of origin. . : ‘

In general, H.R. 2513 would add a new subsection (e) to section'304

roviding that when imported articles in a container required to
o marked are repackaged after importation, such new package must
be marked to indicate the English name of the country of origin.

The position of the National Council of American Importers is
that these proposed charges in the marking provisions of our Tariff
Law are unnecessary. Lo

The Federal Trade Commission is authorized to act in all situations
where the marking or labeling of either domestic or imported mer-
chandise has the capacity or effeét of misleading or deceiving the
ultimate purchaser in the United States. This authority covérs any
imported article sold, advertised, or offered for sale which is mis-
branded or deceptivefy labeled as to the foreign country of origin.
The record shows that the Federal Trade Commission has for many
years been diligent in ¢arrying out its responsibilities of protecting the
ultimate purchaser against unmarked articles or misleading marking
practices in connection with imported articles. B 3

The proposed new subsection (e) contains & provision that the new
subsection shall not apply in cases where the Secretary of the Treasury
finds that the marking of new packages wouild necessitate such sub-
stantial changes in customary trade practices as to cause undue hard-
ship and, when the:article is repackaged, that the repackngihg’ is
otherwise than for the purpose of concea]’ing the foreign origin of
such article. : S : ST

In our opinion, this provision is bound to cause confusion, unceér-
tainty, and insecurity for importers, packers, wholesalers, and retailers
handling imported: products that are normally. mixed; blended, or
commingled with other foreign or domestic articles in order that a'more
satisfactory product may be offered to the ultimate purchaser.~ It

3.
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‘would be necessary ih nll such cases for the iimnporters, wholesalers, or
retailers to first obtain a finding from the Secretary of the Treasury.
To obtain such a-definite ruling would require the importers and
distributors of mm&y types of imported products to make an applica-
tion for an official m}n&g. In support of such hp{)licat.ions, no doubt
proof: would be.required that noncompliance tvith the new marking
provisions is not for the purpose of concealing the foreign origin; that
the repackdging is in accordance with a customary and established

trade practice; and that complinnce will definitely canse undue hard-

‘This type of submission is obviously a complicated and time con-
suming job and an added and unnecessary burden to businessmen who

liavé norinally. besn operating without it. I'may give as a simple

example that of a>manufacturer of fruiteake in’the United States
who might be compelled under this bill, if passed, to list on his package
dozens and dozens of ingredients, each with a different country of
origin, K

Furtherriore, the provisions relating to seizure and forfeiture means
outright confiscation.  This is a very drastic penalty when contrasted
with the 10-percent additional duty now provided in section 304(c)
for failure to mark.

T would only like to add one other comment to the prepared state-
ment, Mr. Chairman, and that is with reference to the two packn§e3
which were:displayed by Senator Curtis earlier this afternoon. He
showed two packages containing similar handtools which appeared
from the distance at which I sat to be quite deceptively similar to
eachother. . ~ )

This type of deceptive packaging is, of course, an example of the
cominon law unfair competition for which a private lawsuit would ver
readily lie. 'This is a simple instance of unfair competition, whic
the common law covers, whether the deceptivély packaged article is of
domestic or foreign origin. The Federal Trade Commissiont might
also assist in this situation. The bill'before this committee now would
have absolutely nothing to do with the situation presented by Senator
Curtis, because there was no question of repackaging any product and
marking -it over again. The law, which has long provided relief
against unfair competition, would not be clianged by the bill before
youyand whatever remedies are available today 1 that situation would
remhin available, The proposed statute would not change anything.

Thank you, Mr, Chairman, : ‘

The Crrarryzan, Thank you very much, _

‘Senator Dovoras. ‘Mr. Chairman, may I ask if My, Block is still
in the room? : T would like to call attention to the fact that Mr, Block
left on the table his exhibit, a small quantity of whisky, and lest the
members of the committee or members of the staff be accused of profit-
ing from an exhibit submitted to it, I ask that the clerk of the com-
mittee be empowered to take possession of this and deliver it to M.
Block and obtain a written receipt to indicnte that it has not been lost
on the way. - . . - T .

Mr, Bronz. Senator Douglas, I mag Rb,l_nt-out that the bottle to
which you refer is plainly marked, “blénded in Belgium.”

_* Senator Dotaras. I am very anxious that the members of this com-
mittee shall not be accused of improper action.
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I -ask that the clerk deliver it, My, Chaivman, to Mr. Block, and
obtain a receipt. - e o _

The CuatryMaN: The next ivitness is My, Willlalw J. Barnhard of
the Ameriedti Chamber of Commenrce for Trade With Ttaly, Inc, mid
ihe Imported Nut Section of the Association of Food Distributors,

ne.: . : ¥ ‘

STATEMENT OF WILLIAM J. BARNHARD, AMERICAN CHAMBER OF
COMMERCE FOR TRADE WITH ITALY, INC, AND THE IMPORTED
NUT SECTION OF THE ASSOCIATION OF FOOD DISTRIBUTORS, INC.,,

' NEW YORK, N.Y. ‘ S :

Mr. Barxirano, Mr, th:f\irma‘n,lmﬁ‘\\"iflim;‘i[ Barnhard, ' Wash-
ington attorney, appearingrll}:re today on be mif"of the A)neyicﬁn
Chamber of Commerce for Trade With Ttaly, 1ii,, and the Imported
Nut Section .of the Association of Food Distributors, Inc., both of
New York. o o : e ‘

These organizations— o o

Senator Dovar.as. “Yoit do not deal with domestic iiiits? T

Mr, Barnizaro. My olients do deal with domestic nuts. They are
also the malj)or importers of nuts, e

Seiintor Dovaras, You are primarily concernéd with imported nutst

Mr, Barvuaro, With all types. . :

Senator DoveLas. Wl,xichgroupisputtierl _ TR

Mr. Barnmarp, It depends on which you are, a pistachio man, sir,
or an almond man. e

These organizations both urge that H.R. 2518 be rejected for reasons
related both to the specifics of the proposed legislation and to trade

policy problems involved, e

Nelther organization is directly involved in %ﬁe,p‘roposed amend-
ment dealing with lumber and so’'L am restricting my. remarks today
totho basic House passed il H.R,2818. . .. ~ . = .=

“On the specifiés of the proposéd legislation I'submit first that ﬁ.R.

2513 is completely umiegessa_e?r ecause it duplicates powers and func-
tions now exercised by the Federal Trade Commission, ... = - . . ...

As s matter of fact, it may in soime measure restrict powers now ex-
ercised or attempted to be exercised by the Federal Trade Commission:

Oﬁx!z o short time ago I was involved in &; proceeding with  the

Federhl Trade Comniission where the Commission, dealing with cer-
tain imported metal products, pipefittings, ‘as a matter o ' facty wag
requesting, suggesting that evef;y individual pipefitting be die stamped
with ‘country. of origin, and they' finally agreed: to-have the repack-
aged bnlgs;gontgmers,_markedwith country of origin.

- Inother words, t‘hey,en_fg}-{oed what would be requived and no more
tlian would be required by H,R. 2518, bat they agserted n power even
b,e¥on,d that. - . - ; T

submit, secondIy, that HL.R, 2513 16 ddhipletél,y iti\\'orkh‘alg;‘b'ejc.;{iisi@
it_imposes on the,éust,ox_qs:Bureau-,the»imposmmg;msk:of policing

wholesale and retajl operations throughout the country. - -
e Shanart iantied ot in <

that in many of these marking problems tlie
‘Customs Bureau working in tha ports-of entry an ;!lq%edeml !I‘mc%e
C?mmxssxon working in the interior, very often supplemented each
other., ‘
06342—03——8
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This is obviously true. But the Customs Bureau exercises its func-
tion when it passes upon the imports at the time of importation. .

To require the Bureau of Customs that it continue to police these
products after they have been distributed to every possible retail and
wholesale market throughout the country would require a staff 10 times
the current staff of the Bureau of Customs, and completely duplicating
the staff now performing an identical function for the Federal Trade
Commission.

I believe that H.R. 2513 is completel{ uni\ust for a variety of reasons.

One, it punishes for deception labels which are not deceptive. In
that connection, no American consumer is deceived when he buys &
bag of brazil nuts which do not indicate the country of origin, or buys
a bag of pistachio nuts which do not indicate the country of origin.

henever a failure to label or whenever a misbranding or whenever
a form of advertisement is unfair or deceptive, it is prevented by cur-
rent law. It is prevented by the Federal Trade Commission Act.

The example cited by Mr. Bronz, referring to Senator Curtis’ exam-
ple, this certainly, if 1t is deceptive, and this was the term that he
used-—this certainfy can be stopped by the Federal Trade Commission

Act, .
If not, it can be stopped by private suit, and if not, it can be stopd)ed
by section 337 of the Tariff Act which prevents imports which reflect
unfair methods of competition, There is no need for H.R. 2513 to
prevent this sort of deception if it is deception.

Senator Douaras. Are brazil nuts grown in this country?

Mr. BarNHARD. No, sir.

Senator Dovoras. Are pistachio nuts?

Mr. Barvuarp. No, sir.

Senator Dougras. Walnutsare grown.

Mr. BarnHARD. Walnutsare. Cashewsarenot. There are a variety
of nuts which are not.

Senator Douoras. Almonds are grown here.

Mr. BarNmarp. Almonds are grown here and abroad. Walnuts are
grown here and abroad. Filberts are grown here and abroad.

Senator Doucras. Suppose %_Iperson who has a deep passion for con-
suming American products. He has a greater emotional lift when he
eats an American walhut than when he eats a Greek walnut. Should
he not be privileged to know what he is doing so that he can have the

Dleasure of patronizing home industry? Why would you want to
eprive him of this vital information which may make a great deal
of difference to him?

Mr. BarnmARD, Senator Douglas, I think he has a Eerfect right to
choose whatever he wants to munch on. I don’t think it is a proper
function of government to cater to his individual prejudices though.

Senator Doucras. Wait a minute, do you mean to say that the desire
to consume American products is a prejudice? If he consumes an
Americz;,n prodret he does not contribute to the unfavorable balance of
payments, ,

iTe may feel that it is patriotic to reduce our imports, and conse-
quently reduce the strain upon our gold supply, and, therefore, when
he consumes the American nut, this gives him the glow of patriotism.
And wonld you scorn this sentiment?

Mr. Barvuaro. I would not, sir.
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Senator Douaras. Would you shut a man off from having that

opportunity ¢

fr. BarNuzarp. I would not scorn his sentiment, Senator Douglas,
but I think perhaps the nuts that he crunches would catch in his
teeth as this argument doesin yours.

Senator Douaras. There is ‘probabl,‘; a joke intended there but I am
not quite able to—what was this remark?

r. BARNHARD. My cominent, sir, was that I think the domestic
nuts that he crunches would catch in his teeth as this argument per-
haps catches in yours,

enator Doucras. That is a figure of speech, but you can’t divorcs
thesol;?things from sentiment. Isn’t the consumer entitled to the
trut

Mr. BarnuARD., The consumer is entitled to the truth, sir, and
whenever the consumer is provided with a label or an advertisement
which is unfair, which is deceptive, which will injure him in some-
thing to which he has a right, the present law protects him,

Senator Doucer.as. When a man takes the oath to testify, he swears
that he will tell the truth, the whole truth, and nothing but the truth.
Now isn’t & person entitled to the whole truth about the articles
which he is asked to buy, the twhole truth, and doesn’t that whole
truth include where it is produced

Mr. Barnuarp, I think logically, sir, you might carry it to this
extreme.

I think it would be a bit of a problem though to point out to every
purchaser every one of the 614 million purchasers of an automobile,
that of the 1,800 parts that go into an automobile, there are 135 to
150 which would be specifically described as having a foreign origin.
This is carrying a basic truth to a ridiculous extreme, and I think
H.R. 2513 provides for the same. i

Now there was a mention made earlier of an amendment to the
GATT, to article 9 of the GATT, which seemed to bear out the right
of c?ul;xgiqim to protect their consumers against fraudulent or mislead-

abeling,

. in,‘tiis is an instance where if thers is any fraud or any-
thing misleading in_the labeling or the testing of any product,
whether domestic or imported, this is adequately prevented and pro-
tected by existing law. H.R. 2513 is not necessary for this.

I believe that H.R. 2513 is unjust because it imposes an unduly
harsh penalty and very often upon innocent purchasers for value
where the or:gackaging may be done by an importer or by a distributor
and the goods are found in the hands of a wholesaler or retailer and
are subject, to seizure and condemnation where the retailer may not
even have known of the foreign nature of the imported product and
didn’t care particularly. Still'the penalty as written in this pro-
posed legislation would fall upon him. S ‘

I believe that the measure is unjust because it places an impossible
burden upon hundreds of legitimate American businessmen,

Let me give you some specific examples of this, if I may. There are
very substantial American industries which blend or mix a variety of
products, including olive oil, coffee, tea, tobacco, spices, nuts, and a
whole variety of other products. ‘
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Theso industries which employ thousands of workers in the United
States and involve investments of millions of dollnrs face complete
extinetion unless they can convince the Secretary of the Treasury or
one of his subordinates that they are within this broad and general
exemption stated within section C of the bill,

There are a variety of imports which suppléinent domestic erops
during n period of domestic crop shortages. These would be com-
pletely unavailable to the American retailer and to the American
consumer if ILR. 2513 should become law.

As an example, there is one food distributor in New York—theve
are a variety of food distributors in New York—one of whom regu-
larly dealt in red kidney beans, and his kidney beans always came
from upstate New York, and he supplied a very substantial wholesale
distribution in the market with his upstate New York beaus.

Two years ago because of the vagaries of weather conditions, the
upstate New York crop was small. In order to fill his commitments
to wholesale and retail outlets he had to find a means of su )plementin{z
the crop shortage. And so he found some red kidney beans which
were available from Chile,

Now if H.R. 2513 had then been law, and if he had been required
to have on hand prestamped and pm})acknged containers, stamped
“Made in Chile” or “Imported from Chile,” with the additional cost
of preparing a lithograph for such a container, with the fact that
such & container in quantities of thousands or hundreds of thonsands
or millions takes from 3 to 12 months to stockpile, it would have been
impossible for him to fill the shortages created, to fill the gaps created
by the crop shortage in upstate New York in this particular product.

Another example: Chickpeas are imported from seven different
countries, Lentils are imported from nine. During any one partic-
ular season the imports may be from any one of the nine countries
which supply lentils. ,

There may be a preponderance of 80 percent from one where the
growing conditions were good, and the rest share the 20 percent. The
next season it may be just reversed. :

Now ordinarily the importers, the major importers of these com-
modities, hayve to prepare about 5,000 packages and have them ready
to be filled when this perishable commodity is imported. ‘

Excuso me, did I say 5,000% I meant 5 million. Five million pack-
ages have to be prestamped, lithographed for immediate delivery to
the wholesale and retail markets at the time these edibles are imported.

Now if this importer had to Erepare 5 million packages from each
of the 9 countries from which he might in the next crop season be
importing lentils, he would have to maintain a warehouse for his
packages alone, without knowing at any one time whether any of
these would be used or all of them or whether 8 of the 9 countries
might not provide any lentils at all for the next crop season,

He would be in the business of preparing and lithographing pack-
ages instead of preparing and distributing food products for the
American market.

The burden placed on him would rule him and this entire trade out
of the American consumer market.

Now a further problem in the specific operation of H.R. 2513 is
that it would place in the unfettered discretion of a growing bureauc-
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racy the power of life and death over hundreds and even thousands
of American businessmen, the importers of lentils, of the chickpeas,
of the various nuts, the nut mixers, olive oil blenders, cigarette
tobaccos, coffeo blenders, the teamakers, all of these people wlo deal
in products which may come from various sources which may involve
the blending or the mixing of products with other-domestic produets,
all of these would face extinction unless they could win a very dubious
consent under very broad standards which provide them with no
protection from the Secretary of the I'reasury that they are within
this very broad and generally stated exemption.

With regard to the trade policy problems involved, you have heard
many comments and I won’t burden the record with, any extensive
discourse on that, but it secems to me that this problem, which ad-
mittedly according to many of the witnesses here has been raised
not to lprotect. the American public but to limit the import competi-
tion which some American industries ave facing, that this must be
added to the growing number of nontariff barriers which are becoming
the dominant factor in detormininfg the channels of world trade.

J think the purpose of this legislation is something other than pro-
viding protection to consumers.

That protection is adequately provided by existing law. It is this
type of nontariff barrier which more and more is replacing tariffs
as the leading factor in determining trade, our imports as well as our
exports.

dke the Buy American Act, the Antidumping Act, the plant
uarantine regulations, the International Cotton Textile Agreement,
the section 22 quotas on agriculture imports, the section 8(e) re-
straints on onions and other agricultural products, it permits a hand-
ful of bureaucrals to impose a predetermined straitjacket on free
competitive enterprise, and to intrude administrative fint into the
American marketplace. ‘

This is something much more grievous, much more lieinous than any
tariff restrictions have ever been,

This is something which permits, in fact demands, governmental
regulation of competition in the marketplace whether from imports
or from domestic products. ,

I think the growing strength of these nontariff obstacles to eco-
nomic freedom are threatening the meaning of the Trade Expansion
Act and ave rendering meaningless our protestations of economic
freedom. . '

I hope this committee will not encowrage such a trend by approval of
this unnecessary and unjust legislation.

Thank you, Mr, Chairman.

The Crairyan. Thank yon, o

The Chair places:in the record four letters received last Congress
expressing views on ILR. 7089, a bill similar to H.R. 2163. T had
advised thess associations that their letters wonld be incorporated
in the record of the hearings on ILR. 7089. Inasmuch as the
committes was unable to hold hearings on this legislation last year,
I think the views of these associations should be made a part of the
hearing on the current bill, ”
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(The letters referred to follow:)

AMERICAN SPICE TRADE ASSOCIATION, INO,,
Neio York, N.Y., Maroh 19, 1862,
Mrs. EL1ZABETH B. SPRINGER,
Chief Olerk, Commitice on Finanoe,
U.8. Senate, Washington, D.O.

Dear Mes, SPRINGER: This assocliation is very much interested in and con-
cerned regarding the provisions of H.R. 7692 which last fall passed the House
and is now pending for consideration before the Senate Finance Committee.

As you know, & previous bill of simllar effect (H.R. 5034) ; 86th Cong., 2d
sess.), which was ultimately vetoed by the President, was the subject of hear-
ings before the Senate Committee on Finance scheduled for June 20, 1960.
At that time our general counsel, Mr. Thomas W. Kelly, submitted a state-
ment on our behalf, Although this assoclation had witnesses then present to
speak, our presentation was made by that statement since the actual hearing
was canceled.

We respectfully request that in the consideration of the pending measure,
H.R. 7692, the statement made by our counsel be deemed as our sudbmission.

A copy of that statement is enclosed herewith. It fully states the view of the
spice industry with respect to H.R. 7692. .

Sincerely yours,
STEWART P, WANDS,

Baeoutive Vice President,

STATEMENT BY THOMAS W, KELLY, OF BREED, ABROTT & MORGAN, NEW YORK, N.Y.,
ON BEHALF OF THE AMERIOAN SPICE TRADE ASSOO0IATION, THE NATIONAL
COFFEE ASBOCIATION, AND THE TEA ASSOOIATION OF THE UNITED STATES OF
AMERICA

My name is Thomas W. Kelly, and I make this statement as general counsel
for, and appear on behalf of (1) the American Spice Trade Assocliation, Ine.; (2)
the Natlonal Coffee Association; and (3) the Tea Assoclation of the United
States of America.

Each of these trade organizations represents approximately 80 to 90 percent,
by volume, of the trade members engaged in the particular industry.

All of these industries have in common the fact that they import all, or
substantially all, of their raw products from foreign countries. All of these
fmported commodities are agricultural commodities, and (with minor exceptions
in the spice industry, to be referred to lnter) there is little or no domestic pro-
duction or growth of these raw agricultural products which are included in the
final consumer package.

Insofar as tea 18 concérned, no tea is grown in any part of the Unlted States
in any écommercial quantity. The main countries of origin insofar as tea is
concerned are Ceylon, India, and Indonesia, as well as parts of Africa; teas are
also recelved from other parts of the Far East.

In the case of coffee, except for a minute portion of 1 percent grown in

Hawall and Puerto Rico, all of the raw product is grown abroad. The maln
countries of production are in South America, Central America, and Africa, and
in these areas many different states grow coffee. .
_ With regard to splces, the situation is even more varled. There are a total
of about 50 items, the bulk of which are grown in over 60 foregoing countries and
imported into this country. The only substantial production of spices in this
country, in terms of a proportion of the total ftems used, would be mustard and
sesame seed, red peppers, and paprika. Even in these four instances the major-
ity in volume {8 imported. To use an illustration of the varlety of consumer
products which exist in the case of spices, reference can be made to the case
of “curry powder.” It might contain, although this is not the only composition
possible, pepper from Indla or Indonesla, red pepper from Japan or Nigerla,
turmeric from KFormosa or India, corlander from: Morocco or Rumania, bay
leaves from Turkey or Greece, and salt from the United States. .

Thus all of these three industries bring components from far corners of the
world and wix, blend, or combine thesé constituents to secure a speclal and par-
ticular taste which i3 -embodied in the ultimate consumer package. These three
industries all deal with :dgﬂcultural products which by their nature are seasonal
in production, and accordingly, for this or other reasons, will from time to time
experlence a limited availabllity of particular items, in which case ftems from
other countries must be used interchangeably. In addition prices and quality

S
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variations may suggest or require selection of the products of one country rather
than those of another,

As a result the final consumer product may, from time to time, contain different
mixes or compositions all carcfully selected or blended to insure the uniform
taste and flavor which Is associated with the brand and trademark of the In-
dividual manufacturer. In all of this variety and complexity it is impossible for
the manufacturer to know in advaunce what particutar item, from which particu-
lar country, may be incorporated in the final products. Yet, in order to main-
taln a constant flow of merchandise, the company must have, well in advance,
an extensive inventory of labels and contalners fully marked and ready for use.

Industry problems under this blil are illustrated by the following—the final
consumer package of coffee, tea, or splce blends may originate in up to 20 dif-
ferent forelgn countrles, as in fact the case, for example, with mixed pickling
spice. Unpredictable variations in crops would render fmpossible any advance
certainty about the ultimate country of origin of all constituent parts. In this
situation, and under the blll as now written, the packer would be unable to take
advantage of the economies and sanitation of lithographed containers, for these
must be ordered with labeling specifications many months in advance and in
large quantities, In practical effect the blll might destroy domestic packing
activities under these and sfmilar circumstances,

On the other hand I beliove that no need 18 shown to exist for the application
of the proposed measure to coffee, tea, or spices. In my experience with these
industries I have heard of no instance fn which it was alleged that any consumer
was inconvenienced or put at any disadvantage by reason of the fallure of the
label to include detailed information as to the specific countries of origin of each
individual component part. To the best of my knowledge, there has been no
indlcation given anywhere that any confusion exists in the mind of the consumer
with respect to any of the products covered by thls statement, .

Accordingly it is respectfully requested that, if this bilt be consldered for
passage, that coffee, tea, and spices be specifically exempted. In the event it is
not deemed appropriate to grant specific exemption, it 18 respectfully snbmitted
that if the present measure were amended to include the language itallclzed
helow, it wounld preclude application of this law to instances which it was neither
intended nor desired to affect. The bill with the suggested amendment italicized,
would then read in section (c) asfollows:

“When any fmported article the container of which i8 required to be marked
under the provisions of subsectlon (b) I8 removed from such container by the
fmporter, or by a jobber, distributor, dealer, retaller, or other person, repackaged
and offered for sale in the new package, then fn suoh case, tchencver the Secretary
of the Treasury shall find and declare,-cs 1o any speciflo article, that it {s to
the denefit or advantage of the ullimate purchaser, such new package, of such
specifio article, shall, commencing on such date after satd finding and declaration
as the Secretary of the Treasury shall fiz, be marked in such manner as to
indicate to the ultimate purchaser in the United States the English name of the
country of origin of such article * ¢ ¢.”

SNAKE River: Trout CO.,
o , . BuMhl, Idaho, February 1, 1962.
Subject: H.R. 7692—Package marking bill, :

Hon. FRANK CHUROH, :
U.8. Senator, Washington, D.C. ) - ‘

Dear - SENATOR CHUROH : Your support of package marking blll, H.R. 7692,
which was unanimously passed by the House of Representatives last Aygust
would bo greatly appreciated.. Anothér version of that blll was passed in the
86th Congress, However, that bill unfortunately tyas vetoed by the then Presi-
dent because of objections of the Cusfoms people aid the State Departinent.

This fmportant bill had been reintroduced last y'ea,f' under the above number,
and the language has been changed in a manner which should effectively over-
come the objections of these Departments. The principal of seeing that foreign
goods sold in the United States are'properly marked with the country of origin,
we belleve, {s most compelling and eéssential for thé prétection of the American
publie. This {4 the only requirement of H.R. 7602, At the present time we do
have a ruling by the Bureau of Customs stating that trout imported into this
country and then repackaged must bo identifled as to the country of origin,

Our problem is that, while we have the ruling, it is difficult to enforce and
in fact because it Is only a ruling by the Bureau of Customs may not bé enforcible

Al
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If ever brought to court. - A law such as proposed by HLR. 7602 would certainly
clarify the matter. Prior to this ruling of the Bureau of Customs, the trout
industry in the West was greatly affected by imported Jupanese and Danish trout
being thawed out and sold in supermarkets as *‘fresh Rocky Mountain trout”.
A, & I, stores in the Detroit market area were making a gross profit of $15,000
per month on the sale of 40,000 pounds of Japanese trout which were belng
masqueraded as American-produced fish,

In order to permanently keep such problems from driving the American pro-
ducer out of business, we therefore request that you support H.RR, 7692 when {t
Is brought up in the U.S, Senate aud do everything possible to have it approved
by the Senate Finance Comuittee.

Sincerely,
. ROBERT A. ERKINS, President.

OPTICAL MANUFAOTURERS ASSOCIATION,
New York, N.Y., March 1, 1962,
Senator HAreY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

My DeAR SENATOR! I am writing you in my capacity as secretary-treasurer
of the Optical Manufacturers Association, a trade assoclation whose members
produce In excess of 90 percent of the dollar volume of the ophthalmfe products
manufactured in this country, to urge the adoption of H.R. 7602, the bill that
would amend section 304 of the Tariff Act by requiring that a repackager of an
fmported article must mark the new container with the country of origin.

Since the ophthalmic industry is one of this country’s key industries from the
standpoint of national security and public health, the members of this assocla-
tion are concerned over the increasing number of imports from low-wage-rate
countries that are flooding the domestic market, mainly from Japan. In most
cases these low-priced items are exact coples of our best selllng domestic
products, and, wherever possible under the many exceptions provided in the
Tariff Act of 1930, they will avold marking the product clearly and permanentiy
with the couutry of origin. Since these articles are being represented in this
country as products of domestic manufacturers we strongly endorse H.R. 7692
as belng in the public interest.

Sincerely yours,
CuARrLES F, Oppy, Secretary-Treasurer.,

COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INO.,
. New York, N.Y,, February 20, 1962,
Hon. HaRRY Fr.00D BYRD,
Chairman, Commitiee on Finance,
Senate Office Butlding, Washington, D.C.

Dear SeENATOR BYRD: Reference is made to our letter of January 11, 1062,
respecting H.R. 7692, a bill to amend section 304 of the Tarlft Act of 1930,
in which this association supports the basic aims of that measure but specifically
opposes the requirement that certaln containers be marked with a “warning”
to persons who might repackage the merchandise. Our position was based
on the premise that the bill would apply only to one who repackages an imported
artlele without performing any processing or other operation in connection
with the artlele so repackaged. :

We now understand that the bill could be administered in such a way that
many lmporters would suffer serlous i{njury. - The “new package" marking
requirement could be interpreted to require importers who blend edib!: oils,
combine chemicals or other liquids, mix nuts or frults, or grade or sort other
tmported products, prior to repackaging for distribution through regular trade
channels, to mark each new package to indicate the origin of its conteuts.

1We are writing to clarify our association’s position in this regard. We support
such a constructton of the language as makes it appllcable to a person who
merely repackages an article’ without performing any commercial operation
whatsoever respecting the contents. We,,oplpqse, however, such a construction
as would subject to the new package marking requirement one who performs
a commercial operation 1n connection with the imported article; l.e, mixing,
blendtlng. sorting, grading, or processing in accordance with customary trade
practlee. )
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We would appreciate your making this letter part of the record on H.R. 7692
so that our position may be made clear.
Thanking you for your kind cooperation, I am,
Respectfully,
Rarru C. Gross,
Ezeculive Vice President.

(By direction of the Chairman, the following is made a part of the
record:) :
CorPER AND BRAsS RESEAROR ASSOGIATION,
XNew York, N.Y., March 21, 1968.

Hon. HARRY FrooD BxYRD,
Chairman, Committece on Finance,
U.S. Senate, Washington, D.C. .

DEAR SENATOR BYrp: We understand that the Senate Finance Committee Is
glving immediate consideration to H.R. 2513, Introduced by Mr. Herlong to
amend the Tarlff Act of 1030 to require certain new packages of imported
articles to be marked to indicate country of origin. We respectfully urge your
support of this bill.

In the 86th Congress, ILR. 5034 was passed by Congress, but vetoed by the
President because of certain objections of the State Department aud Customs.
I can best bring to your attention the importance to my industry of the proposed
legislation by recalling the statement I made in support of H.R. 5054 when this
measure was recelving conslderation by the Senate Finance Committee in June
1960. My statement §s included in the printed report of the statements sub-
mitted to the Finance Committee under the heading of “Customs Marking Re-
quirements.” For your convenience a copy is attached,

So that the members of your committee may have readily available a copy of
my statement to the Senate Finance Committee on H.R. 5054, I am sending you
lierewith 25 coples for this purpose.

Respectfully yours,
T. B. VELTFORT,
Managing Director.

STATEMENT IN SUPPORT oF H.R. 5034 SuBMITTED FOR THE HEARINGS ON JUNE 20,
960, T. E. VELTFORT, MANAGING DIRECTOR, COPPER & BRASS RESEARCH ASSO-
CIATION, NEW YORK .

The Copper & Brass Research Assoclation is a trade association having for its
members essentlally all of the brass mills in the country. The brass mills roll,
draw, and form basic mill shapes, such as sheet, strip, rod, and tube of copper
and its alloys. ]

The brass mill industry has had to meet a steadily increasing volume of fm-
ports, From a negligible quantity before World War II, such imports have
grown to 200 mitlion pounds at present, constituting about 12 percent of the cur-
rent domestic market. And these imports are still rising in volume. The princi-
pal reason for this stead growth is the much lower wages abroad, coupled with
productive efficiency which in the principal exporting countries 18 quite close to
our own. Brass mill production costs abroad, therefore, are substantially lower
than our own and our markets are increasingly preempted by lmmports because of
their low prices which our mills find it economically impossible to meet.

Undér circumstances, domestlc brass mills are particularly subject to
intolerable injury when fmporters of brass mlil products resort to misrepresenta-
tion as to the origin of such imports. This adds to the higher cost disadvantage
which the domestic mills must face the additional burden of false clalms of
American origin with its implied assurance of high quality and compliance with
American standards. -

One of the brass mill products for which a lirge market has been developed
by the industry is copper tube. American made copper tube has had a long-estab-
lished reputation for high quality and dependable service, - Taking advantage of
this facs. certain importers have In the past, removed coppér tube obtained from
abroad from containers marked with the country of origin and mixed the tube
with that of domestic manufacture, thus tending to conceal the forelgn {dentity
of the imported tube. To stop this deceptive practice, the Burean of Customs
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.issued a ruling, effective August 1, 1038 (Bureau of Customs Circular Letter
No. 3026, March 24, 1958, and supplement 1, April 25, 1958). requiring that each
individual piece of imported copper tube be marked with the country of origin.

This ruling, however, has not entirely closed the door to the deceptive prac-
tices, Properly marked tube is now being removed from its original containers
and is placed. in contalners not marked with the country of origin and so de-
signed as to imply domestic manufacture, An example of this is {llustrated in the
fshotographlc re uction attached as exhibit A. Here a coll of copper tube which

marked “Made in England” has been put into a carton bearing, as shown, the
fnscription “‘Colonial Copner Water Tubing’’ and a drawing of what is obviously
intended to be a Minute Man. Furthermore, the container itself bears an {mprint
to the effect that the container was made in Flmira, N.Y. _All this is manlfestly
to create the impression that the contents are made in the United States. There
18 no notation to the contrary.

Discussion of this case with both the Bureau of Customs and the Federal
Trade Commission indicates that under present laws and reguiations it is prac-
tically impossible to stop this misrepresentation, so injurous to the domestic
industry. H.R. 5034 if enacted into law, would put an end to such' a deceptive

-practice. We, therefore, respectfully urge its passage in the Senate and its
enactment into a much needed law. )
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TELEGRAM

Norwoop, Mass., March 18, 1963.
Hon, HArRY F. BYRD,
Senate Office Building, Washington, D.C.: ]

In connection with hearing scheduled this week before Senate Finance Com-
mittee on H.R, 2513, we understand an amendment or substitution including
in it 8. 957 will be considered on béhalf of 42 members of our assoclation. We
protest inclusfon of lumber as one of products to be marked showing country of
origin. Feel this restriction can only lead to ultimate higher prices to con-
suiner. Hope you will help us by volcing opposition to this amendment.

’ ~ 'Lou Davis,
Erecutive 8ecrctary, New England Wholesale Lumber Association.

WaALPOLE, Mass., March 18, 1963.
Hon. Harry F. Byep, ‘
Senate Office Building, Washington, D.C.:

Understand H.R. 2513 is to be heard before Senate Finance Committee this
week. We oppose addition of 8. 957 requiring marking of country of orign on
lumber {mports. Feel this information serves no useful purpose and would only
greatly Increase cost of lumber to ultimate consumer. Would appreclate your
support in defeating this amendment. '

: WiLLtAM F, SEAWARD,
President, Blanchard Lumber Co.

AMERICAN FEDERATION OF LLABOR AND
CONGRESS OF INDUSTRIAL ORGANIZATIONS,
Washington, D.C., March 18, 1963.
Hon. HArRrY F. BYRD,
Chairman, Committee on Finance,
U.8. Senate, Washington, D.O. :

DEAR MR. CHAIEMAN : On behalf of the AFL~CIO, I wish to express the support
of that organization for H.R. 2513, a bill relating to marketing requirements for
articles imported in containers. ) . . )

As you know, the AFL-CIO has supported trade agreements legislation in the
past, and strongly advocated enactment of the Trade Expansion Act of 1962,
‘We belleve that reducing trade barriers is essentinl to the economic prosperity
of the United States and of the free world. ‘ ’ ' i

We belleve just as strongly, however, that consuiners are entitled to know the
country of origin of imported articles. .Many factors may enter into & con-
sumer’s decision to purchase any given article. He can best make that decision
when all relevant information s available to him, and such information includes
his past experience with similar articles. When such information is volun-
tarily or involuntarlly withheld, true competition between manufacturers is
necessarily abated.

We urge your committee and the Senate, therefore, to report this legislation
promptly and to speed its enactment. X

Please Include this letter in the record of your hearings."

Sincerely yours, - o . C
. : ANDREW J. BIEMILLER,
Director, Department of Legislation.

. . CLEVELAND, Ouro, March 14, 1963.
Senator HARrY BYRD, ; : h :
Chairman, Senate Finance Commitlee, )
Washington, D.O. ‘ o S . s ,
DeAr SENATOR BYzp: On February 26,1063, the U.S. House of Representa-
tives passed H.R, 2518, an amendment to the Tariff Act, which requires country-
of-origin marking upon foreign-made glass contalners imported into the United
States. I am writing you urging that this amendment recelve prime considera-
tion when it reaches the Senate and the Finance Committee.
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Forelgn glass container manufacturers may now ship beverage bottles into the
United States with no marking upon the bottles to reveal the country of manu-
facture. This miakes possible the ‘widespread practicd in which lmpo artl-
cles are repackaged without an indlcation of. tl‘;i;,tgc‘? that the contents are of
foreign origin, Thig is Indeed detrimental to Americdn interests engaged in
‘production of glasd contatners,” ° - et 0 o Tre e
- T1iirge you'to sée that this bill does ot dl&fnprocessing. ~ - - =~

: ‘Yotirs very truly, Co : A L
LN St 7 Jour W, MANTZ,
- S T N e ROCKYORD, 1LL., AMlarch 19, 1963.
Mrs, ELIZABETHE B. SPRINGER, » o
Ohief Olerk, Senate Finance Commiitee,
Netw Senate Opice Building,
Washington, D.C.: ) : : .

Thank you for the opportunity to attend Senate Finance Committee hearing
on bill 2518 on March 21. Evén though I cannot be present I syould ljke this
statement t0 be entered-on the record. My company préduces a wide’ variety
of threaded fasteners and we have many competitors not thé least 6f which
are imports.-. I sincerely bellevé in-the freedoms of onr goclety and among them
18 the freedom of cholce as to buy American or forelgn merchandfse.- - @ -

While: it ‘doesn’t make me happy. to.have a customer state they are buying
‘imported screws and bolts, I have always taken the position that. this is-thelr
right. Obviously we try to sell the advantages of our products a!%serv!ces
which sometimes outwelgh the price advantage of imports, .2

However, I ‘do objection to the practice, and feel the freedom of the pur-
chaser 18 infringed-upon, when forelgn products are repackaged and the pur-
chaser is led to belleve that he is buylng what he wants to buy, American prod-
ulcts. “To me, this 18 deceptive, unfair, and should be an illegal trade prac-
tice. . o ' : ’ ‘

N

’ B. L. STONEFIELD,
Vice President, Sales, .
Rockford Sorew Products Co.

e e Burravro, N.Y., March 18, 1968.
Senator BYgD, . L ] : - .
Chairman, Sénate Finance Committee,
Senate Qffice Building, Washington, D.0.:. RS . .
. _In conpectlon with the hearing scheduled on H.R. 2513 néw before Senate
Finance Committee, we understand an amendment or substitution will be con-
sidered which will require the marking ¢f country of origin on lumber imports.
Can you assist in preventing favorable action on this; Senator Yordan’s proposal,
Please advise how can be more effective in fighting this amendment, :

: ‘ © W. D. STITZINGER; N
- 'Bozx 20§.~W(lllan:aullle.N.Y. .

A. C. DurroN LuMser Corp., g

: s BE : Poughkeepsie, N.Y., March 18, 1963.
Senator Harry FLOOD BYRD, R PR
Chairman of the Finance Committee, -.- e
Senate Office Butlding, Washington, D.C. . . S

DEAR SENATOR BYRD: A8 & major distributor of lumber products in the States
of Connecticut, Delaware, Florida, New York, Massachusetts, Rhode Island, New
Jersey, Pennsylvania, Maine, New Hampshire, Maryland, we request your oppost-
tion to 8. 957 as an ameéndment to H.R, 2513 scheduled before Senate Finance
Committee on March 200r21. - .o

This action I8 a leglslative attempt to circumvent the result of the recent
Tarlff Commission Investigation 7-116 in conjunction with the’ possible ‘later
amending of the National Housing Act. . - = SRR

The ma{g)rlty of our products come from the United States yet we rqcpgnlib
the need both today and in the fature for these guality Canadian produéts.
This fact was clearly developed before the Tar!ff Commission. . o

! - Redpectfully yours, ‘ = : oo R
R G. . Fuxn, Presigent.
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) it 3 o T Azunr.‘N.'Y;. Alar,ch 10.- 196:.1;4
AVITS Ce e

%::M»Egtom‘?b: M . . ;
Senate Finance Committee -has Scheduled a hearlng on H R 2518 ud amencb
ing it to possibly. require marking the originating dountry on all impdrted lum:.
ber. ‘We are sure’ Sénator Jordan of Idaho in proposing this amendment has

been mlsgulded Please go all posslble to prevent such aetion.-
) ; Joui A, ELFoRD, )
Ce o : ’ Blanchafd Lmnber 00.
' ] Port of Albany, Renuelaf,r. NY,

_ MoNRoR SALES ‘AGEKOY, '
S e et Buﬂalo,NY.,Hafcila, ucs
Sendto? JAocom JAVITS, .

Senate Office Buudtng, oo SRR . \‘ A
Wdchmaton,tbo. i el e :

" DEAR'SDAE Iy connectlon wtth the heari héduled on H R 2513
the Benaté’ Fintincé Committee, wWe ‘understan d -an_amendihent 'oF subgﬂ tlo !
will be ¢ohisidered which will requlre the mark{ng of ¢ountry of orlgln o .
impor{d (;gn you aasist fn pre bg fayorablé action on is, Sexia T Jordans '

aley” ’Pleasé do Wwhate? ble ‘passage until ful .
s-Fould be‘?éhfﬂméﬁtht to'tt 1,}ullding mdﬂéﬁy‘@d ngal
vl : ; {

" respect\to the marking requ rerfénds in th case of B ' - are fmported .
in contalpers required tosiow. country of obigin.. Tife bill, in ¢ ect.wonidmal;e

three priokipe 1gesd in the iting law : | . .. o o
o p( ) \Re " R m.: ¢ 1 ed Aal" ’Tgs ,. Y: pgg!mg nd oﬂeréd got sa,iq N
. in'the Un ? : 0 un&ry ral o!th rcontentq..
RS dlgo ttgatt the wnt&lners in wh o {ug wel t.hat the
-, be. .t indical 0 any packeges su
“ noW Ba boniarked to indfgbe to 8nt ftimate purchase?the foun-,

' neW packages g
“try:of origin of thelr tents- and
: (3) Rédtire, whén sué 1S ola 20 usé ab (oF used d8) contain...
" ers for other goods offered for sale, that such containers be marked to Tridi:"
, fq %ount:y or origin to an ultimate purchaser of the goods o ered for
I.s‘l Seetin contalners; bills deall ith thi: obl e em
n our-{es{imony: on preyious ealing w 8 pr weo emphasiyed
the fact that.nearly. ovary ‘natlon requires that fmported mcles be marked
wlth the ‘country of origin‘and that this marking be eonspicuous end permanent,
g0 that the purchaser of the product would be aware of its source.. No convipcing -
nevlldencedl;as b&en ﬁta?gshed t!?baet w%\:l%rindibgate (tlhalt a requlrc:mnt whlc{:& ag‘;
plles to eatlo importers, jobbers, dis re, dealers, or retallers w
consido;edlﬁx Internationial {rade circles ds });Y unneeew {wrﬂer and g mn
l"u

to tra
th dful of the fact that one of the objecllonp to ypg. o
lln § tté gn 35' g%l X (;t&nmission ‘has’ ahthorlty to’
it Vhlf¢ objectlo ﬁ‘ g%gblac’;\. d6 ﬁot beliéve ihe authogltj ot”
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Federal T¥ade Commission ig'at all clear on this point. Secondly, there s bound
to be contentions that the Federal Trade Commission, whose authority 1s limited
to deceptive trade practices in interstate commerce, is attempting to usurp
authority . in an area such as this which relates to foreign commerce. -This is
indicated .by. the fact that there:has been reluctance on the part of the Com-
mission to initiate enforcement proceedings in this area. But even if-the Com-
mission had such authority, which at-most would be implied, we believe strongly
that it should be spelled out in legislation in order to clearly indicate the intent
of Congress. to protect the buying public as to the country of origin of products
being purchased. ) o ]

It 18  our strong beliéf that Congress, in passing the Tariff Act of 1830, in-
tended that the purchaser be informed of the foreign origin of any product he
purchases.' The repackaging of foreign goods in this country without revealing
the country of origin on the new package is, we feel, an intentional effort to
conceal & material fact which can be deceptive to the consumer, .

In the electronics industry, there are many {mporters and distributors who.
buy in bulk from.foreign nattons, There are m.any instances when such jm-
portéd aFticlés must be repackaged prior to thelr being offered for ultimate sale.
This repackaging is & normal trade.practice to make the product commercially
acceptable gnd has the additional benefit to the repackager of making it pos-
sible foF him' £o conceal the courtry 6f origin of the product from the purchaser.
Without législation of this type, it 18 our strong bellef that the continuance,of
this sort 6f deceptive practice is not in the national interest and does serious
harm to the ultimate purchasers of imported articles, e

BIA also agrees with the position taken by the House in the passage of this
bill that the enforcement provisions of the Tariff Act, including penalties for vio-
lations, should equally apply for violations under these proposed amendments.
Thus, any.fallure to mark.country of origin on containers or new packages as
required by these amendments would be punishable by & fine of not more than
$5,000 or imprisonment for not more than 1 year, or both. We also agree with
the penalty provisions which would subject imported articles, which do not meet
the requirements of these amendments, to selzore and forfeiture as required
in the applications to other types of violations of the customs laws. - We strongly-
urge that these enforcement penalties be accepted by the Senate. : .

BIA firmly believes, therefore, that the enactment of these amendments to the
Tariff Act are in the national intérest and that the Senate Finance Committee-
should favorably report this bill to the Senate for early passage. :

: ‘ Jorx B, OLVERSON, General Counsel,

HupsoN, Ox1o, March 18, 1968.
Hon. HArrY BYRD, ’
Benate Office Bullding, Washingiton, D.0.

‘DA Srr: I have learned that on February 26, 1063, the U.8. House of Repre--
sentatives passed H.R. 2613, an amendment to the Tariff Act to require, among-
other things, country-of-origin marking upon foreign-made glass containers im-
ported in the United States. I further understand it has now gone to the U.S.
Senate where it will be referred to the Finance Committee. .

I would like to strongly urge your favorable consideration'to the passage of
this amendment in its present form as I feel the domestic manufacturers of glass.
containers and the ultimate consumer definitely need the protection that this bill

oi?fers.v v teul ,
ery truly yours,
- D. G. Hoop,

OAr1B0O-PAOIFTIO CORP.,
: - Tacoma, Wash., March 18, 1868.
Hon. HARRY F., BYRp, .
Chatrman, Senate Finance Oommitiee,
Washington, D.O. . )

My DeaAr SENATOR BYRD: AS Introduction, our firm {8 engaged {n the wholesale-
distribution of lumber throughout the United States which {s bought in the Pacific
Northwest and British Columbia. N

We are very disappointed to learn that the Senaté Finance Committes has
suddenly scheduled a hearing to consider 8. 957 requlrln% stamping imported:
lumber with country of origin., We understand this bill will be considered as an.
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amendmrent to joint resolution FLR, 2513, which resolution,’of course, we do not -
oppose: :The strategy of the lumber luterests in theif attenipt t6 restrict competl-
tion by procuring the consideration of such blils Vrithout notice to lumber users,
homebuilders, retallers,-wholesalers, and people fnterested in minimizing trade
restrictions is completely unfaif.  S8hould this amendniént become law it could,”
as a hidden tariff, be as effective as an open import duty. Frankly, we don’t
know whether a “made in Canada” mark would be adverse in marketing lumber
in the United States. Many people doubt that it would. . The Tariff Commission,
in its softwdod lumber report at page 15,/eald: - - - -

“The marking statute was never designed to afford protection to domestic pro-
ducers. ‘Bit'even if thé marking réquirement were regarded—for the purposes
of this {AVélitigation—as a trade-agreement concession, it 1 clear that its restora-
tion In recent years would not likely have contributed to a reduction in the level
of fmports of softwood lumber. . 'On the basis of evidence obtained by the Com-
misston, ita restoration might well have had 4 contrary effect. ", .~ )

“The Commission rejects completely the view advanced by counsel for the
pétitionera that the absencé of conntry-of-origin markings on imported lumber
nullifies’ the ‘Buy” American ‘Act’ itisofar a8 lumber 13 concerned and thus con-
tributes materlally totbejexpansioqoi",fhelmp'pkb@’;’lj S

Very Hkely the only result of réquiring the marking of imported lumbér would
be harassinent to‘Canada by requiring every lumber ghippér (and in s‘sanadg, as
in the Unitéd’ States, the lumber Iridtistry consists of mahy small units). t6 hand-
mark each ‘plece of lumber individually (probably over 34 billlon separate pleces).
Otherwise the shipper would hage to purchase specially designed equipment to
mechanically dé' the marking. Either way would be costly and would serve no
useful purpose. ) . P I T

Aside ' fyom _‘maklng‘thlﬁﬁ more’ difibult. for ‘the’ Catiadjans; thé possibility
exists that it conld det to limit competition, which would mean an increase in
thé coit of luimber dt a time wheén the homebuildér, the home buyer, and the -
lumber-consuming industry ¢aniiét dfford Increaséd costs, - LT,

If we can be of further help to you on this bill, please let us know.. .

Sincerely, . ;
S CoBYDON WAGKER, Jr., President.
- Ngw YoBx, N.Y.

SENATE COMMITTEE ON FINANCE,
New Senate Building, Washington, D.0.: : .

With reference to public hearing on H.R. 2513 scheduled March 21, a proposed
bill to require marking of all fmported luihber and wood produ we wish
to register our unqualified objectlon.” ‘Import' timber: trade rega ‘ pregent
custom regulations as entirely adequaté, Our experlence with- domestic
wood fabricators indicates no problem ‘of misrepreséntation. ' Hardships that
would arise from' the proposed measure are, for example, defacement of fancy
imported face veneers or surfaced lumber.. ; T,

' AMERIOAR INTERNATIONAL Harowoop Co.

. . . 'PORTLAND, OREG,
Senator Harry ¥. Byep, . ; '
Chatrman, Senate Finance Commiitee, . ‘ o
Senate Office Butlding, Washington, D.0.: . » o

We urge your support of amendment to H.R. 251? which would require
that imported lumber be marked with country of origin. Qur domestic in-
dustry desperately needs even this small protection against steadily rising

flood of cheaply produced Canadian lumber.
‘ WESTERN PINE ABSOCIATION,

WitraMiNA Luneer Co., :
: Portland, Oreg.

Hon. Hasey F. BYrp, . !
Chairman, Finance Committee, L R
U.8. Senate,. . : .
Washington, D.C.:; : R \ T
Approval of 8. 957 as an amendment to H.R. 2513 appears to us as a harass-
ment of Canadian producers with no practical benefit to the public interest and
little practical comfort to the U.S. lumber industry. As operators of sawmills
in both Oregon and Canada, we consider efforts to remove artifical disadvantages



124 MARKING OF IMPORTED. ARTICLES

such as the Jones Act to he constructive ateps toward tending to equalize com. -
petitive conditions, while imposgition of fyirther restrictions such as proposed
by stam&mg countriy of origin are negative in nature. Hope your committee wilt
welgh the issues in a constructive way and avold pynitive consequences to
Capadian producers implicit In adoption of amendwment.

. . Jorn C. HAaxPTON, Secretary.

STATEMENT OX S. 037 BY THE NATIONAL A8SOCIATION OF HOME BUIiDERS

‘Mr, Chairman and members of ‘the committee, the Natlonal Assoclation of
Homée Builders {s the sole nattonal spokesinan for the organized homebutlding
inddstry, the 1argest domestic consumer of softwood lumber. .

Tmf,a‘gsdciaflqn 1 a trade gssoclation represemlng over 40,000 members
organized' in 376 ‘aMllated assoclations in all of the 50 States plus Puerto Rico
and the Virgin Islands. We estimdte {hat NAHB buildérs account for at least
62 perdent of the total housing stafts in the United States and that our members
bulld ‘about’ 70 pércent of’ lghe ‘total volume 6f one-family homes gnd about 80
petcent of all single-famlly homes ¢onstructéd by professional bullders,

.We strongly object to S, 957 lsecAuse we bolleve it is the first step'In a leglsla-
tive program dgsignéd t6 impair or exclude the use of Canadlan Jumbér In
homebullding. We beliéve the ¢nd result of this legislation and related bills
would be to calisé @ general rise in the price of all Jumber, the basic fngredient
of housing.” The net effect, therefore, would be to ralse the general level of
housing costs ‘in the Ndtlon'and to nargow. further the housing markets of the
homebullding fnduastry,

,Hqu;e_ buyers an‘(_l_hpn}eqwners would ultimately. pay. for the costs of any
major dfsruption In" the free flow .of construction materigls, . To ald the com-.
mittee and to {nform ourselves as to.the fmipact of & restriction on the use of
Canadidn lumber, ‘within the past 2 days we sarveyed several selected States to
determine (@) whether Canadian Jymber tg,q,.‘maipr factor In the market angt
(b) whether thiere has been any current of complalnts which would warrant an
actlon by Copgress such as embodied In 8. 937. The results appear in attach-
ment A t6 thi§ statement, They demonstrate that Canadian lumber is a major
factor in the market and that there {s no major complaint situation which would
warrant 8, 857. (See attachment A.) \

We are under no illusions. The pattern of restrictive trade legislation begins
with 8. 057 which wou]%:requ,i,re specific marking of Canadian lumber. This
would carry out 4 prelimigary but very necessary step in the program outlined
in a report of the Natfpnal,hun;be;« Manufacturers Assoclation on thelr legista-
tivé m t&)g of January 22, 1963, as follows; . T

“Mounting {mports of softwood lumber from.Canada. In an effort to.curb
these shipments, which presqqtlg account for about 17 percent of the softwood
market in the United States, the industry in coming months will push for—

“(1) A congressional resolution urging the President to impose realistic
fmport quotas; ‘ :

“(2) Iegislatlon requiring the marking of all imported lumber to Identify
the country of origin;

“(3)  Amendment of the National Housing Act to prohibit the use of forelgn
lumber {n construction bearing FHA-Insured financlng; and

“(4) Legislation to include lumber and wood products as an ‘agrienltural
commodity or products thereof’ subject to import quotas under section 22 of the
Agricultural Adjustmént Act.” -~ .

In addition to'8. 957, & number of other Henate and House bills have already
béen introduced to carry out all parts of thé program outlined above.

LUMBER I8 IMPORTANT TO HOMERUILDING

A recent cost breakdown of typlcal frame dwellings done by our economlcs
department shows that lumber ranges from 31 to 33.8 percent of th total cost.

Softwood lumber 1s used largely in the construction of all types of single-family
homes, however, and in garden-style apartments. As & whole, the market for
lumber is tied closely to the housing market. In its decision on the softwood
lumber Investigation in February 1983, the U.S. Tarlff Commission ‘emphiasized
this relationship, noting as follows: .
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“Residential construction: The principal market for softwood lumber ix:the
construction Industry, which in_the postwar perlod took-about: thrée-forirthe
of the total quantity corsumed.”” Residential construction alone-took aboiit 10
percent of thé total. To a'significant éxtent, thereforé, year-to-year fluctuations
in conzumption reflect the ¢hanges In (he level of néw residential bullding.”

In discussing the factors which have contributed to the:fncrease in impotts
of Canddian lumber, the Tariff Commission noted especlaliy:that these “Include
the increasing awareness by U.S. distributors and consumers of the general
high quality of Canadian lumber, and the wider acceptance in recent years by
the U.S. constructon industry of certain specles of lumber of which Canada

has abundant supplies, e.g., westerr: white spruce.” i
* MARKING—A FIRST STEP TOWARD A RISE IN PRICES ' o

o - - N : N LI 3 ' LT eyl
Marking of hmported lumber, as called for by 8. 957, Is clearly a part of the
plan to limit Canadlan imports by legislation, as demonstrated by the program
outlined In the NI,MA report quoted aboye. I.ess obvious but alsa a resuit of
this plan, for which 8. 087 is a first and necessary step, is a higher plateau of
domestic lmnber prices—to homebullders and home buyers, . ;. .., .
Some of the wires In attachment A bear this out,. But wore pertinent Is the
testimony given to the Tarift Commission during its recent hearing and investl-
gation on softwood lumber, In which the domestic lumber: industry’ asked. for
imposlltlon of a tarlff and quota -upon imports of Canadlan. lumhgr.‘- For
example : d

(1) The chalrman of the “Lumbermen’s Kconomle éur\'tva,l, Connnittee'
asked the Commission for luport restrictions and complained that the dawpestic
industry could not equal the market prices of forelgn lumber and that Canadlan
thi\ber, ’prlces are *almed at the sole objective of undercutting Awerlcan timber
prices.”, . S ST TN
(2) The general positioni of the Amerlcan softwood lumber industry, as pre-
sented in the statement of the NI.MA, was to ask for restrictions on imported
lumber to keep it down to ‘‘a reasobable volume". which woulki permit “a falr
competitive price and which would relate imports to total consumption so as
“to curtall the severe price ciitting practiced by some lmporters.”? - - ;.. .
(3) A major lumber dealer se_xrvlmsl the Philadelphia nrea opposed :import
restrictions' on Canadian lumber and said : S
“There would be an increase in lumber prices Inasmuch as American:inflls
nre not producing enpugh varlety of lumber for gur requirements. 'I,‘cha ome
buyers today resent current hoysing prices, and any increase would defin tely
further -hawper the sale of homes. They cowmplaip that prices are top high at
present and are unable to buy because they cannol meet the monthly-payment
requirements. Artificlally Increased prices -would lead to incregsed juroagds
fll-:)m :fompetlth'o products. There would be less Iumber used and we would
all suffer.” . ‘ 2 o
(4) A western lumber marking association opposed tarlff restrictlons and sald:
“The tariff actlon proposed mpy well be harmful to the nécessity for keeping
lumber: selling pricés competitive 1 the cousuming market lest lumber be used
in'sharply reduced quantities aud lose its longstanding ncceptonce, .
“I¢ that portion of lumber consnmed in the United Statés which s produced
{n Canada were to be réduced or ellminated, the ability to make up that difference
In xhort order exists {n the plant eapacity of our industry today. However,
we gre convinced that fn such a situation, qur tiuber pricer would. be:bid.up
even further, only a small number of existing mills would share iu:incrensed
productlon, and, within months; the problems which exist today would be back
with us but In more aggravated form,”, T TR ST e
(5) A lumbermen’s association in Minneapolis filed n statement against tarift
restrictions and sald: .. ... .- .. .. -~ S
“We hope-some relief ma{ he found for those,segments of the V1.8. Jumber
manufacturing Industry which have been undergoing a serlous recession the
last 2 years; but we do not believe such rellef should come through restricting
competition from Canadian lumber, This wonld simply result in an artificlal
increase In lumber prices. This kind ‘of price increase would be detrimental
to commerelnl user, homebuilder, aud buser, as well as to-the entire wood
produets industry—manufacturer, wholesaler, and retall dealer.”

et
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..1(8) The chairman of the Wholesalers’ Committee Agaiust Tarlff. Restrictions
on:Canadian I)umbel',ﬂa‘d=r't;iei; ETRN [P R L R TT ] FORE B
i1“The ‘avowed\,furppu;.ot. the. petitioners,: often stated in:these heariugs, 18
to restrain the:importation:of .softwood lumber from  Canada. In;order that
the -price. of - Jumber. produced and .s0ld domestically,smay.be increpsed, . We
wholesalers.aiid our:customers,:who. are ‘on the firing liuve," selling . Jumber at
the:final. point: of -use, arq .very;jmuch .concerned abaut,the economin:effect vt
such an eventuality. ®.# *:.We fear.the increases iu.prices they.seek.to:bring
about through the imposition of a.quota on Capadian softwood lumber: imports,
and;incréased tariffs on such ‘imports,.would injure:the -whole .U.8.: lumber
industry—-manufacturers, wholesalers, anil retallers ajike. 5.1 (12 dniie 55,0 -
(7) A major witness for the lumber industry In favor of tariff restrictions,
Mr. Kreager, also made clear. to the Tar{ff Commission that restrictions on
Canadian imports would have the effect of Increasing prices. A higher duty
or ‘quota’ would ratse prices- dt-once’ in the short run, sald AMr, Kreager, and
gitei‘the‘lbdgl‘uh {vonld result' i’ higher plated of lnmber;p_uggg, et
+(8)All @ t,h!s’,fwalmq%nelxd’by the Tariff Conimigston in notlrig: that there
18 & “cost-price ‘squeeze” een’ thé:rising’ prices (of ‘lumbeér and the even
more_ rapldly rising costd of timbet to the domestic:industry, 'The Cominizslon
eatefully’ consldered Unlted 'Btates’ and Canadian’ titmhéi prices in the course
of arriviig at ity décision which' rejécted the'| titlota of thé domestlc industry.
(See ph. 6876 Ot the THFf 'Commlsslon's‘rﬁ[; rt'to thé: Presfdent, TO Publica.
tion 79.) " A’ summa¥y of the Tariff decislon 6k’ lambed ‘jitépared for ‘all key
members of the Home Bullders Associatlon is attached for the Informatlon of
the ‘committed. - Séomttachment By '\ looo T Al bt Tttt
i hierd is ‘gﬁg érr’con&dmnon‘orf \portajce! tdiug dnd’ t6"the ‘Congress,
Favorable action on' 8. 037 will'lenil dlreotly 'to ' Andthér  conipleidly” harassing
legislative ‘proposal’ Impaliing ' the''operations ‘of the’lomebuilding industyy.
Senator Jordan made this clear when he sald, directly {ollowing his {ntrtdudtion
heeNE,! President, {1’ connedton® with’ th blll‘fequ\i-lh(g thilt Tumber, be marke
with the ‘country ‘of otigin,’I introduceé for' approxgti o yéference a fourth bill,
requirliig ‘that énly lamber ‘and 6thet \wood ‘Produets’ which hiave bééh manau-
factured in the United' Stdtes mAy be'nsed” In’ céhstritetioh ‘or tehabjlitation
covéred by FHA-Insured ‘iortgages.” "' (Reée p. 8047, Congressional: Record, Feb.

28, 1063.). ) ey Lo, : . . ..
“7rhig bill, 8. 958, 18 16w ‘before thé Senatd Bauklig Committee and would
amend 'the Natlonal Houslig Act to'litit ' FHA-fihanced honsing to domestic
lumbe¥ and wood 'm;qjdget;. ““Thig would be a Precedent ‘of far-reaching signifl-
éance and 'of ‘a_thoroughly disriptive nature tp the’ éxisting system'of lumber
distributich’ and ‘to’ the Constfuctlon of homeés. Yet approval of 8, 957 opeis
thé way ctpossxblq'up;sroy?l'ptg:m.;.‘f T -
" Quite hondstly ‘we belMete that the ‘editorial on February 17, 1063, in the
Portland, Oregoplagi placed in the Record by 8enator Morse (see p. 3637, Con-
gressional Record, Mar. 8,1963), i3 far hore to the point whenltsald:. =
“What the lumber industry néeds mést of all {5'd booni'in homebullding. If
there ‘were a 'bilsk'demand for Imbér, there would be;l‘l_‘itlejwor? abont, Caha.
glan competition. Even now Some operators aré’ doing we)l, s Annual reports
rove” ¢ . T T oL U oL
T e et T GORGLUSION - Lo
:: We ‘respéctfully urge thé ommlittee to refect’S. 057, We are sympathetic
with the problems and 1lis of'the domesti¢ lumber industry and we are wogimg
diligently to cooperate In thelt éfforts to stimulate and broaden domestic markets
for softwood lumber, in thels: efforis to 1lft unedghomic ytatutory 1 mitations
on domeatle shipping of lumber, and in"’thelr ‘efférts  to prévent unfavorable
changes ir. the tax laws. We do not belleve, however, that a marking requipe-
ment as thé firat 'step townrd'a‘_llmltathn‘amé disrgpition of the free flow'of a
basie construction materlal is elther appropriat p‘r'nécégsafy."‘j-‘j R
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* SURVEY OF SELECTED STAm"Wﬂil;RM@‘(TQ:OANADI.A.K- LuMexe'
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The following wire was sent to the presidents and executive officers of affiliated
homebuilders assoclations in the following 19 States in the 3 major reglons

of the country where it seemed possible that Canadian lnmber might be used. 'Ihe
reglons and States selected were: (1) Northeast—Massachusetts, Connecticut,
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Rhode’ tslarid, Matie, New n&.&m&uig@. Vermonf”dn@ New. York?' (2 '%Ad fitle

cqast Pe anla Delaw aryla Wabhib on, DO 0 gl

5, fnn rlaa and <s§ \mllvea h?lthgah nnesota, nslhf udl-
%na.andlﬁ o 'w R
From:!: Natlonal!Assoclationot llome Bullders. ) S BT T RO o
Date: March 19, 1068, L | S PRI

Nightletter: as follows::

e domegtic lumber induitry,Is making its first move toward stopplns ‘the
sup%‘h ‘ot (}ae‘ga(llm)u;un{ber@;“l 3 l{o &'l?nlex‘t 'Flmraday Congreésa. m

will be held on a bjll ul o: all fmported Ganadlan lumber. L

bell- industry asserts ” %ireq ”g 16nié bnye . Pleasa'find- out how higch
Cappdian lumber {8 Yont a) ‘Also’ find ont it thet¢ ate any
complal; nts bout adldn lumber. _Webe 3 {8’ llxeﬂx‘ststep in ah attempt

to rallse abl lnmber rlces Please wire x‘esults ot yout {hvestigation 8b’ we cah
se them by

¥ ‘A8 of the close og business Wednwday, M&rcb 20, 1068, the !ollowlng reblies

had been recelved, qsllsled below ln alphabetlcal order by State RETEIA

D“"‘fc‘ of POOWMMG st St n ity e Al
Washlngton D.0. (by tele one) hmea W, Pearson, executlve hy lce bresldent.

Homé Bullde “Assoclation ot Metrbpollum Waahlngton”- Lo -

f he Metro }étan Washlngton, area 60 percent of thd lnmber in the
markét {5 Caradian lumbér, A’ for’ qhahcy. Canadian lumber’ from 'the other
slde of he niountalns {8 just ns good as ours if not better. : Thé lumber broughit

fn’ fron Htérlol regtons éast of the Rockies 13 not as gdod and sometinies
much nte;lor to our lumber. 'rhe majorlty ot tbe canadlan lumber here ls '3
by 4's; 2by 0, ete.” ARl
Delatogre ... -it : PR A et Bt

Wilmington: Sldney Paul, preeldent, Home Bullders. Assoclatlon of. Delaware;
“In answer to your telegram, 756 million board feet of lumber being
this area per year; 50 percent is Canadlan lumber. Bpilders prererence' Anad
dldn luinber because it {5 bettér quality within' tame(gradea. Passaxe ot thls
bill would cost us at least $10 per thousand more.” :

Florida, ... .} cviiie: 00 o oL
Bradenton' Phil Marlng, executlve secretary, Home Bullders Assoelation ot
Manatee Countyi’ ~ -
“Beventy-five- pereent of framlng ln thls area la Oanadlan. No complalnts..
geading good or better than domestle? - . i - 44 .2,
fmtdlgyert; : Joseph J. Taylor. execntlve secremry, Home Bullders Assodatlon
0. un (3 PETUES B R AT B C TR § PP
“Investigation ln Lee County,{ Fla. ducloses 00 percent lumber used ls .of
Canadian origin. Quality excellent.”
li‘lo;-.lgml,o~ Oharles W. Rex, Jr. pree!glent, Home Bnllders Assoclatlon of Mld
orlda®
“Fifty %ercent of western woods structural lumber in’ ﬁxis ared iy’ camidlad
lamber, tail Tumber dealers contacted feel this deﬂhltel{ ‘means an ircreéase
in Jumber prices it Canadlan lumber is stopped, ' Home Bullders Assoclation of
Mlmklorlda 18 very tuch’ opposed to Any ‘such m0ve to stop supply ot cenad!an

lumber.'

ChPtnta ordd: Tohd' MeOaughey, sedretary, nomes Bundei»s Asaoclat(on ot
ar £
“s:i?an alﬁ"ﬁ‘m ot ‘CAnadiah Nirhber shipped to ‘i al'éa' No* t;o ints

Tampa: J. O. Gregory, éxécutive secretary,- Hone Bullders: Aasoclauon of

Tampa :

"Invegtlgatlon sbows no, objectlonp to quality of Canadian lumbe T, elmer t
bullders or lumber dealers. .All, comp: 'Les use some Canadian lumber,
percent of l\} ber dealers tor tarl er .50 percent clalm” lt does not inaké
that much erence rice,. All buflders agal st alge fn price.”

8 r’.gt:s 1dre, . pregident,, Home } derp,Assog llon o! North

"Lmle or no Oanadlan lumber uaed in tb!s ares.”.

J.nc"f. oy o

: o Y B PEOCEN
fihie ' P N I 4;“““‘ .o
. . s . . ;
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Vinter Haven: Mason 8. Connary, secretary-treasurer, Home Builders Asso-
ciatlon of Greater Yinter Haven: .

“I have checked with all local lumber supply ‘companies and. all sell some
Canadian lumber. All report quality good—better than some Amerlcan of equal
grade. Canadian lumber s grademarked “Good” and never misrepresented.
Dealers are not in favor of anythitig that will ralse the tariff and thus raise
price of Canadian and then American lumber.”

Hlinois )
¢ Alton: John J. Storey, president, “ITome Bullders Assodntlon of Madison
ounty
“There are five lumber dealer mefbers {n our organization. This was their
opfuion: If lumber is marked, all lumber should be marked, United States In-
cluded. Fifteen percent of lumber purchased was Canadlan. No complaints.
They are ngainst anything that will ralsé the vost of lumber and affect the cost

of home construction.”
Bloomlngtmx' Paul E. Ball, president, Bloomington-Normal chapter of

“Probnbh' six cars per year sold in Bloomington-Normal yards of Canadfan.
No apparent complaints. Little used in conventional buliding. Our prefab.
homebullders ({)robably use much Canadian spruce in packnges. Conventional
builders would not advocate anything, however, that would eliminate a damper
effect on domestle lumber prices.”

Danvllle: :Arthur N. Fleming, national representntive of llllnols State Home
Bullder Assoclations ¢

“ll“ast”central Illluois 50 percent Canadian lumber. Good quatity. No com-
pla nty o

Springfield : Ra)mond M. Lundstrom. executive vice presldent, Springfield
Home Bullders Assoclation:

“A good quantity of Canadian lumber Is being used in thix aren. Relialle
authorlty states there have been no complaints.”

Indlana.

Fort \Vame "Russell Ilardlng, executive vice pregldent Home Builders Asso-
clation of Fort Wayne: -

“Yery little, if any, calmdlmn lumber used in this area.” '

Lafayette: Robert W. Bouwkamp, secretary, Home Builders Assoclation of
Greater Lafayette, Inc.:

“In reply to your telegram oonoern!ng leg!wlatl\o action on Oanudtnn lumber,
local survey reveals no use of Canadian luimber in the Lafayette, Ind., area.”

South Bend: Kelth A. Klopfensteln, executive secretary, Home Bullders Asso-
clation of 8t. J oseph Valley, Inc.:

“Timited amount of Canadian lumber being used in this marl\et Quality
parallel to domestic grade for grade. Few complaints, if any.”

Massachuselts

Springﬂeld Amlico Baroune, executive dlrector, Home Builders Assoclation of
Greater Springfield, Inc.:

“Check of four of our lumberyard members find all favor free flow of Canadian
lumber fnto United States. No complaints and all oppose bill. One yard uses
all 'Canadian lumber and other three from 25 to 50 percent. Please give more
than 24 hours wwhen you want survey made.”

* Worcester: L. Inlng 8t. Martin, executive director, Master. Home. Builders
Assoclation of Worcester County :

“Survey of large lnmber dealers indicates 50 to 60 percent of hemlock, spruce,

and fir {s Canadian. No complaints on quality or service.”

Michigan

Detroit :Irving H. Yackness, executive vice president and general counsel
Home Bullders Association of Metropolitan Detroit :

“Approximately 55 percent of all framing lumber used in the Detroit reglon
orlginates in Canada, a I;proxlmatety 45 million board feet annually.”

Urand Raplds : Warad Biackall, executive secretary, Grand Raplds llome Bytld-
ers Association:

“Investigation here indicates all retafl yards carry Canadian lumber. Retail
. outlet much opposed to legislation being pushed. Also, practically all builders
use Canadlan lumber and our reaction {s—we are entirely opposed to this legls-
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lation and feel it would lay the groundwork for an advance in cost that mpst
be passed on ultimately to the purchaser.” ) '

Lansing: Donald C. Hodneg. president, Lansing Home Builders Assoclation:

“Talked to three Lansing brokers today. Approximately 7 or 8 percent of
lumber coming into Michigan is Canadian, mostly spruce. Boards and dimen-
slon is excellent quality, some hemlock, dimension good quality. We need this
excellent source of supply.” . - ‘ .

Lansing (by telephone) ;: Mr, Fitzgerald, a major lumber dealer in Lansing,
Mich., calling on behalf of himself and the president of the Lansing Home Bulld-
ers Assoclation, Mr, Donald O, Hodney:

“In the opinion of the homebutilders and lumber dealers around here, Canadian
lumber is not affecting in any way the quality of homes nor is it penetrating or
causing any kind of lower price bas!s. -Also we feel it is a little bit higher
quality than what we would normally get from domestic mills, We feel there
is between an 8-to-12-percent Canadian markét here and most of this {8 in Douglas
fir and spruce. ‘Also we feel this is not hurting anyone as far as economics are
concerned, In addition, all lumber 18 graded according to American standards
whether or uot from Canada. It is marked according to association marking
and grading. So anyone with an objection can readily recognize the Canadian
association marking or trading stamp on it with the possible exception of a
Pacific coast stamp where the markings are closely similar.” :

Minnesota L o -

St. Paul (by telephone) : John E. Bohman, executive director, St. Paul Home
Builders Assoclation: .-

“In the nejghborhood of 25 percent of the total lumber sold here is Canadian,
It is a lighter texture lumber, ajrdried instead of kilndried but no complaints.
It has a tendency to warp a little and 18 not true and straight as other lumber
but there has never been any noticeable complaint on this score, The price
ranges from $5 to waybe a8 high as $10 a thousand less than domestic west coast
and inland lumber. Canadian lumber could be sold for as high as 15-percent
difference because of the dollar exchange problem. If Canadian lumber is ex-
cluded, the price would go up beciuse 23 percent of the total used here would be
excluded.”

New York ) o
v Pl';)‘ughkeepsle: Sam Haukin, president, Home Builders Assoclation of Hudson

alley : ‘ .

“Careful research and inquiry of our lumber dealers and bullders indicate that
GO percent of all lumber used is Canadian luaber. This grade of lumber has
been proven to be highly satisfactory.”

Staten Island : Staten Island Home Builders Association: §

1'5iset;ex'1ty-ﬂve percent Canadian lumber being used in this area. No c¢om-
plaints.’ .

Syracuse: Earl S, Butterfleld, president, Home Builders Association of Greater
Syracuse, Inc.
m“:’ery li’ule Canadian lumber heing used in this area. No complaints on

at used.’

Utica : Edward Hinge, president, Home Builders Association of Mobawk Valley:

“Re your wire this date, the following percent of Canadian lumber is used
locally—10 to 16 percent 2 by 4's; 50 to 60 percent framing lumber 2 by 6 and
larger; 60 to 70 perceut spruce sheathing; 10 to 15 percent pine. Complaints
regarding Cunadian lumber no greater than domestic. Some yards almost 100-
percent Canadian, some only 10 percent but all yards use some Canadian.”

Pennsylvania ‘

Chambersburg: Glenn 1. Garman, president, Home Builders Association of
Franklin County :

“Our local suppliers and northern homebuilders of Pennsylvania say they use
B0 percent or better Canadian lumber because of more uniform coutrol {n grades
from the good mills, It would be a real detriment to the homebuilding industry
if this supply were cut off."”

lReadlng: Mishal A. Securda, president, Pennsylvania Home Builders Asso-
clation:

“Considerable Canadian lumber being used here according to local lumber
wholesalers and lumber dealers. No complaints.”

96342—63-——10
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Williamsport : Emil Haugan, presldent, Home ‘Bullders Association of West
Branch Susquehanna: .
-+ “Williamsport’s sitrvey shows only 10 percent Canadian lumber brought into
immediate area.”

Rhode Icland

Providence: Ross Dagata, executive director, Home Builders Assoclation of
Rhode Island:

“Canadian lumber used extensively in this area. Times does not permit giv-
ing figures. No complaints.”

Virginia

Newport News. Lynwood 8. Barton, executive vice president, Home Builders
Assocliation of Virginia Peninsula:

“Have only one lumber dealer who handles Canadlan lumber. He reports 40
percent of his materials are being bought from Canadian source and without
any complaints regarding quality and service of this product.”

Bglo;tolk L. T. Newell, executive director, Tidewater Association of Home
ers:

“Reference telegram Canadian lumber, Tidewater area uses less than b per-
cent Canadlan. ‘No complaints. These are mostly items not readily available in
the United States at reasonable price.”

Richmond- (by telephone) : T. T, Vinson, Jr., executive secretary, Home Bulld-
ers Association of Richmond :

“There I8 some Canadian lumber in this market. Basically, most of it is being
sold by the larger discount lumber operations and not by the ordinary retail
sourcés of supply. There are no complaints. Don’t think the average home-
owner knows or cares what is in his house, really, Lumbermen have visited
office and say that American spruce has a higher strength than Canadian and
they are complaining about Canadian spruce being sold here. There i3 not any
large quantity of Canadian lumber being used, however, in this area.”

Roano}:e Fred H. Reed, executive secretary, Roanoke Valley Home Bnllders
Assoclation:

“Re night letter March 19, information requested has been formerly checked
and discussed. Leading lumber dealers and bullders in Roanoke, Va., area state
25 to 30 percent of dimensional lumber nged in residential construction is Cana-
dian spruce. ' Quality is not inferior and we are opposed ‘to’ any restriction on
Canadian lumber.”

Wisconsin .

Appleton: Leon G. Fischer, presldent Valley Home Bullders Assoclation of
Wisconsin:

“Exceptionally large amount of Canadian lumber used. Dlscontinuatlon means
higher prices.”

Madison: Lowell E, Gerretson, executive vice president, Madison Builders
Association:

“Every lumberyard now selling Canadian lumber. All feel that Canadlan
competition has held the line on rough lumber prices. Above 35 percent-plus of
rough -lumber sold by yards supplylug-builders 1s Canadian. No complaints,
Biggest yards are against any restrictions that would raise cost of construetion.”

Following wires received early morning, March 21, 1963:)

Conncoticut o )

New Haven: Danlel W. McNamara, executive vice president, Home Builders
Association of New Haven County, Inc.:

“Only a minimum of Canadian lumber is used in this area. To our knowl-
edge there has not been any complaints in {ts use.”

Florida .

Jacksonville: George H. Rumpel, executive director, Home Builders Associa-
tion of Jacksonville:

“Investigation here shows only 8 to § percent Canadian lumber used in this
area, comprising cedar only.”

Illinofs

" stxl)rlngﬂeld William J. Comstock, president, Springfield Home Bullders Asso- .
ation:

“A good quantity of Canadlan lumber is used in our area, To date, we have
not had or heard of any complaints.”
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Indiana

Evansville: Willlam A, Mullin, secretary, Evansvilie chapter of National
Association of Home Bullders: , S )

“Canadian lumber survey report. Our area reports 75 percent of fir, 35
percent of hemlock, and almost all spruce used in building is Canadian. No
objection to same.  Some prefer it.” o
OoRlcthmOnd:‘RObert R. Rhoads, president, Home Builders Assoclation of Wayne

unty : . '

- “Usagé of Canadian lumber in Richmond, Ind., area practically none at all.
;)ontactedi altl‘ lumber companies and Richmond Homes, Inc.” No complaints
or or against.” .

Massachusetls

Bo}gg:wn: Morton Weiner, president, Home Bullders Assoclation of Greater
n: . .

“Conservatively, 60 to 70 percent of lumber used in local home construction
in this area 18 Canadian. Coastal location and savings in freight prime factors
in high rate of consumption. Impositinn of tariff or restrictions in marking would
curb source of supply 60 to 70 percent and we would be at the mercy of the
American . mills, .Could mean fncredse in home fprloes of $100 to $200. Com-
plaints on Canadian lumber are nll. Quality of Canadian lumber; grade for
grade, is far superior to American production.. These conclusions based on
survey of majority of larger lumber wholesalers in this area.” -

Maine . o o
Portland: Carroll L Beck, president, Home Bullders Assoclation of Maine:
“Use of Canadian lumber most industrial. Spruce ranges from 20 to 70 per-

cent in this area. No complaints. Our'builders like it. Lumber is drier with

no culls and well marked. P’lease oppose bill."” . ’

Maryland ) o .
. Baltimore: Elmer H. Blles, executive secretary, Home Buildera Assoclation
of Maryland: .
“In answer to your teletype today regarding Canadian lumber the only figures
I could come up with are that in 1955 the east coast used 800 million board feet
of Canadlian lumber; fn 1959, 600 milllon, and in 1962, 800 million. In checking
with our imajor builders in our area they report no problems whatsoever with
Canadian lumber and in fact find that Canadian lumber for some parts of the
house, particularly roof trusses, is superior. Hope this information will be of
some help toyou,” -

Minnesota : o
!It)luluth: Martin Meldahl, executive secretary, Duluth Home Builders Asso-
<clation:
“Have-contacted all major lumberyards today and find they are using from
8 to 10 percent at the most of Canadian lumber. No complaints on any of these
products were volced. Large and long timbers are the major use of Canadian
forests and are not avallable from U.S. producers on the coast.”

New York

Massena : Thomas Schofield, secretary-treasurer, Home Builders Assoclation
of the St. Lawrence Frontler, Inc.: ‘ CoL )

“Ten to fifteen percent of lumber used in area coming from Canada. Consensus
of opinton of lgcal builders and lumber dealers is that Canadian lumber should be
graded to conform with U.S. standards. Third and fourth grade unmarked
m;llterlal“f;om Canada s being sold and compared:pricewise with No. 1 grade
sold locally.” o

New Jersey o .
Irvington: Louis R. Barbg.,p{ggldept, New Jersey Home Bullders Association
“Canadlan fumber ainounts to approximately 45 percent of our local market,

a metropolitad ares 20 miles from Netw York City. Canadian lumber is'properly
grade niarked and purchases are made In nccordance with grade requirements
every bit a3 good as U.S, lumber. I am adyised Canadian lumber is shipped in
foreign ship§ 4t a lower transportation cost than U.S. vessels. If home buyers
are to be hurt, it would be done by reducing the competitiori’of Canadian lums
ber and thereby ralsing the price of the American home.” )
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Pennsylvania
- Prie: Blla Duncomhe, -office manager, Home Bullders Association of North-
western Pénnsylvania:

“Checked Erie area lumber compgnies. Fifty percent of lumher used for
houshig is Qanag‘lnn});mp%r. Quality on par with domestic lumber. No com-
plaints on quality or avallabflity.”

‘ Harrlsbl‘m: Milton E. Sayers, executive secretary, Home Builders Assoclation
of l\éztr%%o ltg;l Hén;risgiurg:l ber wsed | A

“Cansjderable Cangdian lumber y n -this area. Approximately 75 per-
cent of ‘all spruce Jumber is of Capadjan origin which is about 10 percent of
total himbex?pused. }ii‘ound no'comaxﬁalnts abogit Cnnacdlan lumber.” pe

Phi!adelf)hla: Ray A. Hill, executive vice president, House Builders Associa-
tion of Philadelphia and Suburban Countles: :

“Canadian lumber: Approximately 150 million feet sold -here during -year
to builders. It i3 considered far superior because it is virgin timber, not
subject to knots, Complaiuts recelved by dealers are almost negligible and
bullders generally prefer this. In opinion of Inmberyard prices for American
ll;y:dbert‘wlll fncrease at least 10 percent if restrictlons are put on.Canadian
products.” : -
1.Pi{’tut;sbu}n;gh:Robert C. Minetti, Home :Bullders Assoclation of Metropolitan

sonrgh ; Lo,

“Seventy-five percent of lumber used in the precut market here is Canadian.
Thirty-five percent of total nsed by builders. -Grading 1s good; price is good ; and
complaints are negligible. Any action pending to restrict imports would damage
our already soft market.” ‘

West Virginia and western Maryland :
. Ridgeley, W. Va.-Cumherlaud, Md.: Dick Pownall, president, Home Bujlders
Assoclation of Western Maryiand: -

“After a survey of all luinber dealers in this area, we find appro;l.mete;y
30 percent Canadian lumber being used with no complaints herewith, Wish
to express our desire that this bill before Congress does not pass as it would
definitely raise the cost of buflding material to us and our customers and would
be helping to give a monopoly to a certain group,”

Wisconsin

Beloit: Leo Rigging, president, Rock County Bujlders Association:

“Ten percent Capadian lymber used Jocglly,, Lumberyards oppose barring
Canadian lumber. All yards recommended.- it highly.”

Yermont ’ .

Burlington : Fred J. DeSpirito, Vermont Home Bullders Association:

“I talked with Professor Whitmore of the forestry department at the
University of Vermont., According to his survey of this area of all lumber
used, 27 percent is Canadian lumber, Lumber dealers and builders prefer it.
There are absolutely no complaints,” ~

ATTACHMENT B ‘
Lec1sLATIVE REPORT, NATIONAL ABSOCIATION OF HOME BUILDERS
Willlam Blackfleld, chairman, governmental affairs division
FEBRUARY 21,1063,

To: Executive committee, past presidents, natlonal representatives, national
directors, presidents, and executive officers of affillated associations,
From: Joseph B. McGrath, director, governmental affairs.
Subject: Tariff declsion on lumber.
The U.8. Tariff Commission has just rendered its report to President Kepnedy
n the results of its investigation of softwood lumber. You will recall we
?orwarded to you last November a copy of the statement submitted by NAHB
to the Commission in which we objected strongly against any action which wounld
result in ralsing the cost of softwood lumber to the construction industry, (See
your legislative report, November 9, 1062.)
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Aftér 2 Wweeks of heirihgs] ax:“e!;endéd; fnvestigatioh by thé Commission
staff, examinntion' of all available doctnients, studles, datw, and statements
from industry’ (siich a8’ ourd) the Tarlft Comimission unanimously found that
the domestic lumber industry in the Unitéd States 18 not being caused setious
fnjuty by’ the importation of ificréased quantities of softwood lumber as the
result in major part of trade agreement contessions, .

Thig 18 a major victory for the Canddian lumber {fidustiy which has begun
to supply an increasing quantity of softwood lumber for homebuilding. The
statement filed on behalf of thé lumbef mianufactdrers in the United States
specifically requested the Tariff Commission— . :

(1; to {tipose & maxinium tariff on all imported Canadian lumber;
3) to Impose restrictive impért quotas on' Canadian lumber; and
| g31) to- require marking of all imported lumber to show it§ Canadian
origin,

On the basis of its hearing¥ and investigatioh thé five meinbers of the Tarift
Commission unanimously rejectéd all three of thesé réquests. As a result; there
is no recommendation for any action by the President. In diséussing the con-
sidérations which led to thelt findings, the meinbers of the Conimissioft made the
following points: - . . , )

(1) Past tariff reductions—U.8, tariff reductions'wéré provided in trade agrees
ments in 1926, 1039, and 1948: These dity reductions weére' made 80 long ago
that they cAn have only a- negligible effect on' cu¥rént increaséd imiports of
lumber. Moreover, the reductions in duty probably operdted much more to ciuse
a risein Canadian prices than to cause 4 lowering of U.S. prices, )

(2) Budscgilent tariff adtion—Tlie Commission réjécted the argumeént that
continuance of lower duties on Cahddian’ lumber caused dainage to the domébstic
industry. It noted theé doméstie softivood lumber industry took rio actlon betieen
1648 and 1062 to request any rellef. Nor wds legislation asked of Congress.
And finally it pointed out'that the'extent to which Cdnadian: producers expanded
their output and exports to the Unfted States as a result of the 1936-48'lower
duties "“is not determinable but probably was not significant.” :

(3) Marking of inmber.—The Commission notéd thdt for many yenrs ptio¥ to
September 1, 1938, there was no réquirement to mark lumbet to show' country
of origin and that the requirement with respect to Canadd was in’ effeet foy
less than 3 months before being siisperideéd by agreenient betiveen thé United
States and Cdnada. The Commission noted that the maiking statute was never
designed to afford protection to domestic produbers dor can It e régarded as a
trade-agreement concessfon within the meaning of the Trade Expansion Act.

Volnntarily; however, the: Commissidn riotes that restoration of the miarking
requirement “wonld not likely haveé'contribited to & reduction in tha level of
impiorts of softwood lamber., On the basis of evidence obtained by the Commis-
glom, its restorationt might well have' liad ‘& contritfy effect.”

The Commission also rejects completely the argitimient that absetice of marking
nullifies the Buy American Act and contributes to expansion of lumber imports.
It notes that total purchases of iniported lumber by eivilian' or mlilitary Govern-
ment agenc'es under the Buy Ameriean Act and related. actﬁwa_re very small and
almost alwags from mille whose sovrce of supply'Is well knbdwil or réadlly deter-
minablé by the Govetrnment ageticles cohcetned.

0AUSES OF LUMBER INDUSTRY TROVAIES

The Tariff Commission states that “much more significan thah' trade-agreement
colicessions in causing softwood lumber to be imported in 1néfeased quantities'are
certaln other factors.”” The Commission thent discussed: the more coniséquential
of these factors as follows' ;

(4)' Inmmber prices versws timber and logging' coste~ This 1s-1abeleéd by the
Tarift Commission as “thés most ftaportant cause of the Incrédsed imports,” f.e.,
the cost-price squeeze between. the rising price of lumbeér and the even more
rapidly rising price of timber and purchased logs. The ComYnission notes that—

(a) there is a limited commercial avallabllity of softwood timber in the
United States; particularly of saw timber size
" (b) as a result, there 1s intense competition among the buyers of such

mber; v R e g .
(gf‘ onhe contributing canss is thut over & peridd of mally years the anduat
ot 6f maturé saw timber génerally’ exeeeded the dundal growth of such

timber; . o e i i ;-
(d) aléb the timbey miaviagetneht poilefed of Goverfinient agevcied atd
other owners of large timber resources have operated, and continue to

3
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operate, to llmit the commercial availability of mature saw timber; and

(e) all of the above policles which are designed to achleve a long-term
balance between cut and growth, are necessarily in conflict with commercial

" efforts to increase the current supply. . S -

. (B) Competition for lumder.—The Commission notes that “the inelastic supply
of timber in the United States is in contrast to Increasing commercial availability
of newly opened virgin timberland in Canada.” Xt also notes there is less com-
petition among Canadian mills to obtaln timber as compared with the competition
in the United Stateg between producers of lumber, manufacturers of plywood,
pulp, paper, and exporters of logs. . e AT

Rising demand for forest products in the United States, coupled with rigid
limits on commercial supply of timber, has resulted, states the Commission, in an
ixpwgd trend in the prices of timber and an upward pressure on U.8. prices of

umber,

This, in turn, in the past few years has encouraged the opening of new areas
of timber and lumber production in Canada and the Increase of Canadian exports
into the United States.

(8) Deprectation of Canadian dollar.—The Commission finds that Canadian
currency depreciation effectively promoted the expansion of Iumber exports to
the United States. Although this, in time, states the Commission, will be of
diminishing importance, it is currently, In the opinion of the Commission, a
much more important factor than the aggregate of all of the past trade-agreement
reductions in duty on lumber,

(7) Transportation cosis.—The Commission notes that there is a substantial
differential in the cost of waterborne shipments of lumber from British Colum-
bia mlills to eastern United States, contributing to an increase.in the import of
Canadian lumber. Imports by water account for only about one-fourth of the
total imports of Canadian lumber, says the Commisslon. But the very large and
rising disparity in cargo rates (imposed by the Jones Act passed by Congress to
atd the domestic shipping industry), according to the Commission, obviously
contributes much more to the recent increase in imports of softwood lumber
than the aggregate of all trade-agreement concessions.

(8) Other pertinent factors.—The Commission finds that other factors have
also contributed to the increase in imports of Canadian lumber. These include—

(a) “free hold privileges" granted by Canadian ratlroads;

(b) special efforts by Canadian mills to promote their product and meet
the kx;equh'ements of U.S8, buyers as to packing, shipping, grading, and
marking ; .

(¢) the increasing awareness by U.S. distributors and consumers of the
general high quality of Canadian lumber; and

(@) In recent years the wider acceptance in the U.S, construction indus-
try of certain species of lumber which Canada has in abundant supply (for
example, western white spruce). ‘

CONCLUSIONS OF THE TARIFF COMMISSION

In view of the foregoing findings, the Commission concluded that trade-
agreement concessions fall far short of being the preponderant cause of soft-
wood lumber being imported in increasing quantities.

The Commission also concluded that trade agreement concessions do not con-
tribute as much to the increase as certain other causes. The Commission then
went on to make the observation that—

‘s & ¢ evidence obtained in the course of the investigatlon suggests that the
factors giving rise to the increase {n imports, rather than the increase itself, are
malinly responsible for the major problems confronting the domestle softwood
lumber industry, particularly the Pacific Northwest segment of it. Some of the
factors, such as the increasing competition from substitutes for lumber and
recent calamitous ‘blowdown,’ obviously do not stem in any measure from the
increase In imports.”

LUMBER INDUSTRY THREATENS CONGRESSIONAL AOTION

Despite the extensive and tmpartial findings of the Tariff Commission, largely
adverse to the complaints filed by the domestic lumber industry, the Natlonal
Lumber Manufacturers Association has announced that it will seek restrictive
action by Congress. NIL.MA will ask Congress to place a major restriction on
all FHA-insured housing so that only lumber and other wood products produced
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and processed in the United States can be used in the construction of FHA
?%{nﬁ NAHB wil} keep you advised of all developments with respect to such
egislation, = . ‘ _ ‘ .
Nore.—Ths complete text of the report summarjzed above can be obtained by
writing to the U,S. Tariff Commission, Washington, D.C., for TC Publication 79,
February 1963, Report to the President on Investigation No, 7-116 (TEA-I-4)
under Sectlon 301(b) of the Trade Expansion Act of 1962, Softwood Lumber.

i ‘ S71. PAuL, MINN., March 20, 1963.
Senator EuGeENE MCCARTHY,
Senate Ofiice Butlding, Washington, D.0.: ) ;

Re 8. 957, the homebuilding industry in the State of Minnesota is opposed
to the passage of this bill because it would definitely increase the cost of hous-
ing for the people in this State, At the present time between 25 and 30 percent
of the lumber sold in this State to the industry {8 imported Canadian lumber,
It can be sold for about 15 percent less than domestic lumber, We have
checked experience of imported lumber. Results good. No complaints, Would
appreclate your help in defeat of this bill. L

. . Jonx 8. BoOMMAN, .
Ezecutive Vice President, 8t. Paul Home Builders Association,

Tug Winrox Co.,
Mtnneapolls, Minn., March 15, 1963.
Hon. EuaeENE J. McCARTHY,
Senate Ofice Bullding, Wae’tlnaton, D.O.

Dear SENaTorR McCartiy ! The prime purpose of the much discussed proposed
tax cut is to stimulate industrial growth or to prevent a recesslon,

I understand the Secretary of the Treasury, Mr. Dillon, has suggested that
the present capital gains treatment of timber by corporations be eliminated
simultaneously with the tax cut.

I amopposed to this and would like to give you four reasons:

1. Industrial growth and asset growth in corporationy or net worth go
hand in hand. I believe this must be so in order to get industrial growth,

Of course, our companfies are small businesses, but I can't eee how our
company could in the past 19 years increase its industrial activity without
increasing simultaneously:

(a) our profits;
b) ournet worth;and
0) our number of employees. R : . :

This s what has happened and in that order. Put another way, if in the
next 10 yéars our net worth is halved, I can't see how we can contribute a
blessed thing to industrial gfowth—in fact, quite the opposite.

2. The Secretary of the Treasury suggests that individuals be allowed
capital gains treatment on' $5,000 of timber income. Yet corporations are
to treat iricome derived from timber as regular income. He accepts the
capital gains principle in connection with timbér income, but he is discrimi-
natory in allowing the application of the principle because: . .

. (a) he; diseriminates between an individual taxpayer and & corpora-
on; and .
(b) he treats timber sales income differently from income from sales
of other corporate assets.

When a corporation disposes of plant, equipment, or other capital assets,
the -Internal Revenue Code permits capital gains treatment on the re-
sulting income. Frankly, a lumber manufacturing company to remaln
sound must pay more &ttention to providing a long-term raw material in-
ventory in the form of trees than to its easlly replaceable plant facility.
Yet, the Secretary would permit the final disposal of plant and équipment
assets under the capital gains tax rates while. proposing that income on
timber disposals by a corporation be taxed at ordinary rates. This dis-
crimination i{s very discouraging to the forestry planning of a small com-
pany such as ours.

The Secretary ignores the fact that a natural resources company differs
from other manufacturing or merchandising companies because it must
acquire a substantial part of its entire future raw materlal inventory be-
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- fore it can wisely start in buginess. We have retained in the company sub-
stantial améunts of our ¢apital gaing for relnvestment in trees to assure
the company’s continuity. Without special tax treatment we céuld not
have affordéd to take thé Actlon weé have to perpetuate our forest.

8. Here I speak polltically., 1In this ¢ase I am a heophyte and hesitate to
say anything. But the facts are the NLMA has made and I8 making more

" nolge abont what they vialm is the etonomy of thelr industry than any

industrial group I know. From talks I have had with Government officlals,
the Government has done and would like to do something to help the lumber
manufacturing industry. The different attitudes of the Government of
trying to help the industry and at the same time hurting it more violently
than In anyway I know looks a littlé anmidbiguous to Mr. John Q. Lumber
Maniifacturer.

4. In the long run, the added burden of the Secretary of Treasury’s fdea
-of eliminating the éapital gains treatment of timber would add to the cost
of trees and finally to the cost of lumber and plywood in FHA homes (and
paper products in the éntire economy). The individual homeowner necds
less cost, not higher cost of materlals to encourage him right now. Higher
costs could slow housebuilding.

In conclusion, Senator McCarthy, I am glad Mr. Dillon’s capital gains treat-
ment of timber was not in éffect over the past 19 years. Only under existing
capital gains treatment of timber income could our company have done the fol-
lowing in that perlod of time:

(a) From a mediocre sawmill with poor wood-frame dry kiins and an
old-fashioned planing mill, it has built a fine modern sawmlll, masonry dry
kilns, and a fine planing mill, at a substantial investment ;

(b) Ithasbullt a modern molding and trim plant;

(o) It hasbuilt a fine feeder railroad;

(d) It has bullt one of the most effective and substantial plywood plants
in the country;

(e) It has developed 22 bullding materlals stores in the San Joaquin
Yalley and at Lake Tahoe;

(1) It has developed a housebullding program which constructs 200 to
25% homnes a year—many for migrants who have never before owned homes;
an

t(lg) We have trebled the personnel of our distribution and sales organi-
zations.

Without the capltal gains treatment on timber very little of the above program
could have been bicught about in this 19-year perlod.

It seems to me, ar; far as the forest industries go, the Secretary must make
a choice: If he wants growth in the fndustry it can only come in a climate
which will permit corporate assets and net worth to grow. Our company’s
growth net worth has resulted largely from the tax treatment of our largest
capital asset—tiinber,

As a citizen who has studied and worried about the subject, I am as interested
as the Secretary In stimulating industrial growth. I think his capital gains
proposal on timber {s shortsighted. .

If national need dictates a tax program with which I disagree, I will accept it
without outery, but I feel I must keep the record straight on facts.

With good wishes.

Sincerely yours,

Davip J. WINTON,

MiNNEAPOLIS, MINN., March 16, 1963.
Hon, BEuaene J, McOARTHY, :
Senator Prom Minnesota,
Senate Office Building,
Washington, D.0.:

I understand quick action has been taken to hold a hearing before the
Finance Committee next Thursday on H.R. 2513, to which an effort is leing
made to attach as an amendment S, 957 requiring marking of imported lumber.
I strongly oppose the lumber amendment and wish to register my opposition
with the committee, -

Davip J. WINTON,
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THE WINTON Co,,
Ainneapolis, Minn., March 16, 1963.
‘HoN. EUGENE J. MCCARTRY,
U.8. Senate, Washington, D.O.,

My DEear SENATOR MCCARTHY: We are terribly disappointed to learn that
the Senate Finance Committee has suddenly scheduled 4 hearing to consider
8. 057 requiring stamping imported lumber with country of origin. Weé under-
stand this bitl will be considered as an amendment to H.R. 2518, which, of
course, we do not oppose. The strategy of the lumber Interests int their attempt
to restrict competition by procuring the consideration of such bills without
notice to lumber users, home bullders, retallers, wholesalers, and peoplé In-
tercsted In minimizing trade restrictions Is com&)letely unfair. Should this
amendment become law it could, as & hidden tariff, be as effective ag an open
import duty. Frankly, we don't know whether a “made in Canada” mark
would be adverse in marketing lumber in the United States. Many people
doubtlgmt !13 would. The Tartff Commission, in its Softwood Lumber report at
page 19, said:

“The marking statute was never designed to afford protection to domestic
producers, But even if the marking requirement were regarded—for the pur-
poses of this Investigation—as a {rade-agreement concession, it 1s cléar that its
restoration In recent years would not likely have contributed to a reduction
in the level of imports of softwood lumber. On the basis of evidence oblained
by the Cominission, Its restoration might well have had a contrary effect.

“The Commission rejects completely the view advanced by counsel for the
petitioners that the absence of country-of-origin markings on imported lamber
nullifies the Buy American Act Insofar as lumber I8 concerned and thus con-
tributes materlally to the expansion of the imports.”

Yery llkely the only result of requiring the marking of imported lumber
would be harassment to Canada by requiring every lumber shipper (and fn
Capada, as in the United States, the lumber industry consists of many small
units) to hand mark each piece of lumber individually (probably over 34 billion
separate pleces). Otherwise the shipper would have to purchase specially
designed equipment to mechanically do the marking. Either way would be
costly and would serve no useful purpose,

Aslde from making things more difficult for the Canadiars, the possibility
exists that it could act to limit competition, which would mean an increase
in the cost of lumber at a time when the homebutllder, the home buyer, and the
lumber-consuming industry cannot afford increased costs.

If we can be of further help to you on this bill, please let us know.

Sincerely,
G. M. WHire, Vice President.

3 MiNNEAroLs, MINN,, Maroh 19, 1908,
Senator KUGeNE MCCARTHY,
U.8. Senate Butlding, Washington, D.C.

DEeAR SENATOR: Pleaso vole “No” on amendment 8. 57 to H.R. 23518 by 8ena-
tor Jordan. We have enough inarketing problems now without creating a
cartel for Mr. Jurdan’s interest.

MARTIX A, WaLsH, Shakopeo, Minn,

- PorTLAXD, OREQ., March 20, 1963.
Senator HareY DYRD,
Chairman, Scnate Finance Commiitee,
Washington, D.0.:

Understand amendiment being considered requiring niarking couhtry of origin
on lumbtier Imports in connection H.IR, 2513 now in Finance Committee. We
definitely oppose this amendment and ask your Lhelp in defeating it.

BraxcitArd Luseer Co, oF PORTLAND.
R. L. Borsr, Prosidend.
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TroMPSON MAHoGANY (o,
o : Philadelphia, Pa., March 21, 1963.
SENATE COMMITTEE ON FINANCE,
Washington, D.0.

DEAR Sigs: BIll 8. 957 has just been brought to my attentlon. This bill re-
quires the marking of all imported lumber and other products to fndlcate to
the ultimate purchaser in the Unlted States the name of the country of origin.

Our company imports annually many milllon feet of Philippine mahogany,
African mahogany, and Honduras mahogany lumber. You, of course, can ap-
preciate that this quantity of lumber represents many hundreds of thousands
of pleces of lumber. To stencil each individual board would be a very costly
and time-consuming job and yet would have no significant advantage to anyone
concerned. When we involce a customer for a given specles of imported
mahogany, our invoice shows in the case of Philippine mahogany that the
lumber is Philippine mahogany. Iikewlse when we Involce a customer on a
shipment of Afrlcan mahogany, our involce shows African mahogany. All
papers relating to these show the country of origin of the lumber so I cannot
see where anyone will benefit by this bill except to impose an unnecessary ex-
pense and burden on the legitimate importers of foreign lumber who would
be required to mark each board.

We also import a great deal of single-ply veneer which is used for the centers
of 3-ply 4-by-8-foot stock panels. Most of this veneer comes from West Africa and
again we involce the customer showiug the name of the country of origin on
the invoice. In these cases we sell the veneer to the plywood manufacturers
who-in turn put a face veneer and a back veneer on the veneer which we sell
them so our product is totally covered up. Consequently, any marking on our
veneer would be of no significance to the ultimate consumer.

I, therefore, wish to register a formal and vehement protest to bill S. 057
by stating that I see where it will serve no useful purpose to anyone concerned
and would just add a lot of unnecessary work and expense to firms such as
ourselves.

Very truly yours,
ROBERT P, THOMPSON,

HoOFFBERGER & HOLLANDER,
Baltimore, Md., 3arch 20, 1963.
Hon. SAMUEL N, FRIEDEL,
House of Representatives,
Washington, D.C. :

DeAR CoNGRESSMAN FRIEDEL: The following concisely states the objection of
my client, the Pompelan Olive Oil Corp., to H.R. 2513 (the Herlong bill) which
I understand is scheduled for a hearing tomorrow before the Senate Finance
Committee. .

- The blll would work an undue hardship on my client (and on the olive oll in-
dustry in general) since 1t would require that each blend of oil be labeled so
as to indicate each country of origin of the oil. Since blends of oil may be
composed of product from two, three, or even four countrles and since the per-
centage from each country often varles from blend to blend, it would be neces-
sary for a manufacturer (such as Pompelan Olive Oil Corp.) to constantly
change or relabel the containers each time a new blend is made.

Olive oil, being an agricultural commodity, varies from one lot to another
in color, taste and bouquet. Therefore, in order to maintain uniformity of prod-
uct, manufacturers must blend the olive oil by varylng the quantities of the
different lots until the desired result is obtained. The ofls will also vary from
blend to blend due to climatie, economie, or even political factors wbich affect
the price and supply of such ofl. If, due to unfavorable weather conditions,
the olive oil from a particular country is in short supply or its taste is adversely
affected, the packer will necessarily reduce or eliminate this oil from its cur-
rent blend. If, as sometimes bappens, the price of oil coming from a particular
country 1is unreasonably high or, because of Government restrictions. export
licenses cannot be obtained, then, likewise, the packer must exelude this oll from
his product.

Ogvlously, it would be uneconomical and operationally difficult, if not impos-
sible, to purchase large quantities of labels and lithographed cans which would,
under the Herlong bfl], be required to state the source and percentage of olive oil
contained in the product. The Pompeian Olive Oll Corp., therefore, feels that the

-
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olive o!l industry should be exempted from this legislation. To Include {t in the
bill would, of necessity, force conscientious manufacturers to carry on a totally
uneconomical packing operation, and the less scrupulous packers to falsely label
their products. While H.R. 2518 contaius a provision which permits the Treasury
Department to exclude products which in its discretion are entitled to reller, I
feel that an express excej-tion to the proposed legislation is more in order.

I would alsc like to point out that the labels of the Pompelan Olive Oi1 Corp.
indicate that the product is “Imported.” This specifies that the origin of the oil
is foreign and sidequately informs the public that none of the olls are of domestic
origin, To require that the label state the name of each country and the per-
centage of the olive oil in the product coming from that particular country, would,
in my opinion, serve absolutely no purpose.

I understanad that two representatives of the olive oll industry will be present
at the hearings and will testify if permitted. The industry has also prepared a
brief which it intends to submit, .

Your help in effecting an exception from H.R. 2513 for the olive oil industry
would be greatly appreciated. If any additional information is needed, please-
let me know. . .

Very truly yours,
LERoy E. HOFFBERGER.

STATEMENT OF F. 8. CLUTHE EpWARD LARAJA oN BEHALF oF THE OLIVE OIL
ABSOCIATION OF AMERICA, INC,

Mr. Chairman and members of the commiitee, in order to analyze the full im-
pact of the labeling provisions of the bill H.R. 2513 on the domestic packed olive
oil industry, it is absolutely necessury to have a general knowledge of tle basle
sources of imported olive oll, the Interaational olive oil market, the characteristics
of olive oll, the method of importation, the processing of the product prior to pack-
ing, the containers in which it is repackaged and sold, the methods of distribu.
tion, and finally the requirements and expectations of the ultimate American
consumer,

Sources of supply.—Historically the traditional suppliers of olive ol} in bulk to-
the U.S. market are the producers, refiners, and exporters of Spain, Greece, Tunls,
and Italy. However, within the past decade olive oils have been imported from
Algeria, Morocco, Turkey, Iebanon, Tripoli, Chile, Lybia, and Argentina as well
as more recently, Israel,

It is not a remote possibility that one exporting country could be supplying the
U.S. market for an extended perfod of time, however, historically and realistically,.
the vicissitudes of the olive crop and the keen competition in the international
marketli: make for supplies from numerous countries the rule rather than the-
exception,

 International market-olive oil.—Olive ol is an agricultural commodity subject
to.normal crop fluctuations and when traded between a varlety of nations in
any given period of time within any given year one or more of the countries.
listed above can be supplying the U.S. importers and packers due to one or a
combination of the following factors:
(1) Annual yield of the crop.
(2) Exchange fluctuations.
{(3) Quality of the annual crop.
(4) Avallability of reserve stocks.
(6) Demand from countries other than the United States which are tradt-
tionally large consumers of olive ofl.
(6) Arbitrary regulations of consuming and producing countrles regard-
Ing imports and exports—
and any number of other factors not listed but generally characteristic of the
multitude of differentials governing any international agricultural market.

It is interesting to note that many of the producing countries are also reciplents.
otbtundls under our Public Law 480 for the purchase in the United States of vege-
table olls.

Methods of importation.—U.8. packers purchase imported olive oil on the basls
of a unit price per 100 kilos, pay for the product with letter of credit payable
at sight, recelving the merchandise via steamer from the producing or exporting
country to the U.S. port in steel drums of approximately 55 gallons net each,
enter and pay duty on the product under present existing customs laws.
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Dependent upon market conditlonis and supply, there is also a “Spot Market”
here In the United Stateés iu which-importers sell from the dock or out of ware-
house on the bas!s of & price per gallon, duty patd.

Characteristios of olire oil.—To some, a study of olive ofl is a sclence: to
others, it is an art; to others, an avocation ; to thode in the industry, a vocation.

For the purposes of this report, it suffices to say that olive oil s not a uniform
product. To be more speclfic, its characteristics vary not only according to the
country in which it is produced but also in accordance with the particular sec-
tion of the country in which it is produced. Furthermore, growing conditions.
storage conditions, maturity of fruit, are only a few of the factors affecting the
quality of olive oll. Add to this the different methods and technique of extrac-.
tion, filtering, and refining, storing, and blending of edible olive ofls together
with differchtials as to the facilities avallable for the harveésting and processing
of olives in the respective producing countries, it Is not difficult to begin to per-
celve the multitude of variables affecting the finished product.

These variables specifically affect the properties of olive ofl in which the U.S.
packer must interest himself to obtain the most acceptable product. Basleally
these properties are purity, palatability, color, clarlty, aroma, uniquéness of
flavor, stability, freedom from raucidity, age, free fatty acids, “blendibility,”
viscosity, mellowness, sharpness, ete.

Procecssing.~—Processing of imported olive oil in the United States falls into
two main categories: (1) filtering; and (2) blending.

Filtering.—Prior to packing the olive oil, it is thoroughly filtered to afford the
prodict the greatest clarlty possible.

Blending.—Of primary importance to the U.S, packer of imported olive oil
is the establishment and consistent maintenance of a speeific type of the various
olive olls packed under his brand by secking uniformity of taste, aroma, coior,
etc.,' las brand loyalty depends largely on the strict maintenance of such uniform
quality.

To fully appréciate the problems of maintaining a “uniform type,” we make
reference to the previous paragraphs in this report listed under the headings
“Sources of Supply. Internatfohal Market.” and “Characteristics of Olive OiL”

In brief, from a multiplicity of producing countries, under the pressures of a
fluctuating international market, a U.S. packer must purchase and {mport a
variety of types of olive oil to eventunlly achieve a marketable product, and
within the course of the operatfon keep his cost to a minimum,

For example, a U.S. packer could beé blending a neutral oil from Algeria as a
base, a Spanish oll for bouquet, and a Tunisian oil for body and flavor and within
the course of his operation, market fluctuations and supply could permit and
force the substitution of the Spanish' ofl with a Greek oil of similar character-
istics and/or a heavy Argentine oll would suddenty become available in the spot
mal(-lket at a good price and provide an adequate substitution for the Tunisla
produet.

Accordingly, within the framework of constantly changing prices, curtént
stocks on hand, types available for purchase, merchandise in transit, tendendtes
in the intérnational market, the U.S. packer seeks to maintain a unifority of
his product consistent with minfmum costs.

Packing.—After filtering, the imported olive oll i3 pumped into large tanks
where it is blended. From these tanks the olive oil is packed in the varlous
consumer sized containers and distributed to the trade.

Containers—Olive oll is packed and sold to consumers in lithographed tins
of 14 pint, 1 pint, quarts, 14 gallon and 5 gallons. It i3 also packed in glass
bottles of 1 ounce, 1% ounces, 2 ounces, 3 ounces, 4 ounces, 8 ounces, 16 ounces,
32 ounces, and 1 gallon,

Labeling.—Both the lithogeaphed tins and the paper labels on bottles include
the brand of the U.S. packer plus any and all other notations necessary.

Mcethods of distribiition.—Packers séll thelr consumer packages either directly
to retail stores, chainstores, departiment stores, hotels, restaurants, and so forth,
or in miny instances through distributors, wholesalers, and jobbers, which
eventually distribute to these same retail or consumer outlets.

Price structure—Imported olive oll filtered, blended, and packed in the
United States in consumer containers seélls in competition with—and at a dis-
count under—brands packed in consumer containers in the country of origin and
exported to the United States ready for distribution to retail outlets,

This discount {8 In & senso the very basis for the existence of the U.8. industry
-and {3 possible because of the American packers’ flexibllity in choosing & source
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of supply, whereas foreign packed olive oll requires the use of the production
available within the borders of the exporting country which may or may not be
in cgms)etltlon with world markets at any glven time.

Problems ariging for U.S. paokers of impaerted olive oll through conplignce
with I.R. 2513 labeling provisions.—D’rlor to any specific discussion in this re-
spect, the following facts must be taken into consideration: )

(1) Lithograpled t}us and labels for bottles are made from costly plates.

(2) Once printed, lithographed tins and labels have no other economical
value except the gpecmc purpose for which they are made. .

(3) Lithographed tins and labels are purchased at a discount only when
ordered In large volume,
to (4)k0hanges in lithographed tins and labels are difficult and expensive

make.

(5) Storage (especially for empty tins) is an expensive and space-
consuming proposition, .

Furthermore, labeling laws usually apply to the carton in which a consumer
roduct Is packed and shipped as well as to the consuner package itself. Accord-
ngly, the facts listed above apply to the carfons as well as to the tins and labels,

as these too are printed to conform with a packer's brand.

Accordingly, from the practlcal point of view, what are a few of the alterna-
tives open to the U.S. packer of imported olive oil which would provide for
compliance with the labeling provisions of the Herlong bill? )

(1) Print the tins and the labels with one specific country of origin and
pack only the product lmported from this particular source.

Disgdvantages.—The packer leaves himself at the mercy of the quatities
and price of one producing country. Flexibllity to purchase varjous oils from
varioys sources at the lowest possible prices is lost, and consequentiy the very
foundation of the U.S. olive oll Industry will crumble. Such a procedure can
only ruin the quality and ralse the price of the product beyond the price the
consumer is willing to pay.

1(2% i1:'x'lnt several different tins or labels each identifying a different country
of origin. .

Disadvantages.—A sudden embargo or switch in the world market leaves the

acker with stocks of labels and tins which he must store until such a time as
he specific country designated on the tin resumes exports of the desired
qualitles at competitive prices. The packer loses flexibility in that he cannot
use a certain type of olive oil desired to effect a blend with the countrmlready
sltated on his label. Again his quality is threatened and his costs and prices
rise.

(38) Print tins and labels with various combinations of the countries of origin
in accordance with the blends he would hypothetically use,

Disadvantages.—This procedure would first involve the expense and time
necessary to make new and varled plates. It would require the need to keep
a ‘s)ieady suPply of contalners corresponding sFeclﬂcmly to the blend used.
Labels and tins would have to be purchased cautiously in order to avold “over-
ryns” thereby losing the advantages of volume buylng. Despite all precautions
“dead stock™ would be ineritable. Eventually, a packer would be forced to
purchase his olive olls to comply with the markings on his tins and labels,
rather than under the sound economical basis of price gnd quality.

(4) Have the brand packed In a forelgn producing country and import the
product in consumer containers.

Disadvantages—For all intents and purposes, this alternative eliminates the
need for a packing plant and makes the entire mdustrf guperfluoys. This
procedure puts the packer in a position where he is in reality an importer with-
out the bencfiis of flexibllity of purchases and blending of ollve ollg from several
countries. With the cost advantage dissipated, the packer goes into direct com-
petition with forelgn brands and consequently the U.§, copsumer pays higher
prices,

r’l‘be extinctlon of the U.S. packing industry has serloys and extensive
effects. Firstly, it abruptly and summarlly cancels out the Investment and
laborg representing a lifetime of efforts for those old and established American
firms in the industry. It takes jobs from those American citizens directly em-
ployed by U.8. packers. It has serlous and far-reaching effects upon large and
small American buslnesses which today supply U.S. packers of imported ollve
oil with the machinery, tins, labels, bottles, cartons, ¢losures, printing, tho-
graphing, tinplate, paper, and services such as brokerage, accounting, advertising,
and market research.
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Intents of the bl H.R. 2513 as applicadble to the U.8. olive oil production.—
It 18 assumed that the primary purpose of the Herlong bill is to prevent the
intermingling of a cheap forelgn product with an equivalent domestic product
to the detriment of the legitimate interests of U.S. industry and the eventual
deception of the American consumer.

Imported olive oil 18 definitely not in this category nor by any stretch of the
igagtiggt!on is ths U.S. production of olive oll in California detrimentally
affected. :

Domestic (U.S.) production is for all intents and purposes only a byproduct
of the larger and more important industry of growing and curing and packing
olives. U.S. production accounts for not more than 3 percent of the U.S8. con-
sumption of olive oll and its sale is normally concentrated in the producing
areas of the Far West because of freight differentials. (‘The normal flow of olive
oil is westward.)

It is to be noted that even the west coast of the United States itself does not
produce sufficlent olive oil for is own consumption and as a consequence, im-
ptgir;s account for approximately 50 percent of the consumption of olive ofl in

area.

Furthermore, U.S.-packed imported olive ofl traditionally and historically
commands a price premium over domestic olive ofl. ‘This promotes a rather
unique situation in the American economy, that 1s, the danger that & domestic
product could be Intermingled or blended with an equivalent finported product
to cheapen the imnported product. This problem is of such concern on the west
coast that the California authorities have enacted and strictly enforce laws and
regulations to prevent the possibility. Under present regulations, should a west
coast packer desire to blend an {mported olive oll with a domestic olive oil, he
cannot label the product “Imported.” The higher cost of the blending merely
penalizes the packer since without the premium “Imported’” label, he still must
compete with those packers blending straight (and cheaper) domestic olive oil.

It is reasonable to conclude that any conflict of interests between the U.S.
olive ofl industry and the U.8. packing of imported olive oll is actually non-
existent—at best extremely negligible.

Effcects of bl H.R. 2513 on the ultimate U.S. consumer.—Flexibility of supply
and blending skills give to the U.S. consumer a good imported olive oll at a
price consistently cheaper than olive oll packed In forelgn countrles. Historically,
a prime prerequisite for any consumer of olive oil is that it must be fmported.
Current municipal, State, end Federal laws insure this requirement and from
this point he may choose the brand which best fulfills his personal standards
of taste and price. It can be stated beyond all reasonable doubt that the
consumer of U.S.-packaged imported olive ofl cannot and does not in any way feel
deceived if the country or countries of origin do not appear on the tin or
bottle in which it is purchased. Traditionally and realistically, this has never
been the concern of a consumer and it is the conviction of those in the industry
that the labeling with countries of origin forces upon the U.S. consumer a new
standard—an entirely new concept—which could only precipitate confusion
without practical purpose. The commensurate higher price the consumer would
halve to pay for his accepted brand would only aidd to this confusion and hurt
sales.

For example, 18 a buyer of coffee really interested to know if the particular
brand of coffee he is using is a product of Brazil, Colombin, Costa Rica, South
Afrl(;alnn?d/or a combination of the product of several or all of these producing
countrles

More specifically, would being informed of the origins of the contents of the
can of coffee-he is using afford the consumer any greater protection or satis-
faction than he enjoys under present labeling laws?

By the same token, knowing the origins of the olive oils blended in hig cur-
rent brand affords no greater protection to the consumer who is satisfied with
the fact that he is recelving 100-percent pure imported olive oil at a reasonable
price. On the other hand, should a buyer feel that he must have an olive oll
speelfically from one partlcular country, he can choose from any number of
foreign brands packed in the varlous producing countrles and imported and
distributed here in consumer sizes which must clearly state their origin on
the label, To fulfill this standard, however, he must be prepared to pay the
corresponding premium in price.

Enforcenient and compliance of bil} H.R. 2518 labeling provision.—Today, the
U.S. consumer is assured by law that the product he is buying Is 100 percent
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pure imported olive ofl. The labeling provisions of H.R. 2513 currently propose
to assure the buyer that the olive oll in the tin or bottle 1s specifically a product
of the respective countries marked on the label. The consumer today is protected
from short weights by standards of weights and measure. He I8 protected from
adulteration and filith by any number of chemical tests which can be made even
when the product is in the fin or bottle. However, once the product is blended
aud sealed In the tins or bottles, what test or standard exists or will ever
exlst to guarantee to the consumer that the oils in the contalner are irrevocably
a product of the countries marked on the label?

It is fnevitable that the enforcement of the labeling provision of ILK. 2513
as applled to the blending of olive olls is a most complicated and extremely
expensive operation.

Furthermore, unless enforcement is rigorous and efficlent, the labeling pro-
visions work only for the benefit of unscrupulous packers.

If a U.S. packer has In stock olive ofls from four different producing coun-
trles who I8 to certify which one—or which two, three, or four—were even-
tually blended and packed in tins and bottles labeled with the correct country
or countries of origin? What assurance does the honest packer have that his
more unscrupulous competitors are complying in the same proper manner in
which he 18 packing?

Does 1 gallon of Tunisian and 1 gallonr of Greek olive ol added to a 1,000 gal-
lon tank of Spanish olive olt justify a label marked product of Spain, Tunis,
and Greece? Does the mere presence of Itallan olive oll on the premises of
a packer constitute sufficlent basis for labeling a tin *product of Italy,” when
éhe lg)‘aizcker also has stocked in his warehouse olive oil from Algeria and

un

We submit that control, inspection, and enforcement is almost impossible,
at best, extremely difficult and costly.

Furthermore, the provisions of H.R. 2518 provide a penalty for infraction
for the distributor or retailer to the relative exclusion of the packer. In what
manner {s a retaller expected to determine that the contents of the tins or
bottles sold by him actually correspond to the countries stated on the labels?

Koreign competition.—It is obvious that the provision of H.R. 2513 as ap-
plied to the U.S. packed imported olive oll industry precipitates insurmounta-
ble economic hardships, reduces flexibility of supply, undermines traditional
marketing practices, complicates brand acceptance, and needlessly confuses
consumers.

American skill and techniques of blending, advertising, flexiblility of supply
have served as sufficlent justification for the very existence of a small special-
ized Amerlcan industry strong enough to fight forelgn competition which con-
tinually threatens to dominate the distribution of olive oil in this country.
The provisions of bill H.R. 2513 bring about circumstances which give U.S.
businessmen all of the disadvantages and none of the advantages of his forelgn
competitors.

It {8 inconcelvable that the sponsors of this bill, who obvlously are concerned
with the protection of Amerlcan industries subject to foreign competition, could
seek to penalize or destroy American industries which must to a large extent
rely on imported products for their raw materialt to the exclusive benefit of
the competing: forelgn industry, and it can only be surmised that the failure
to exclude such products (among them olive oll) must have been the result of
oversight or unfamiliarity with these small specialized activities.

It Is, furthermore, inconceivable that an industry replete with persistent
problems of forelgn competition must exist under a law which allows an ad-
ministrative official, namely, the Secretary of the Treasury and/or his desig-
natee, sole discretlon as whether or not the olive oll packing industry is in viola.
tlon of this law.

Such discretionary power perpetually hovers over the olive ofl industry to the
extent that at any time packers may abruptly be forced to assume the burden
of proof for their rights to exception under this legislation.

These pressures and risks are further amplified by penalties outlined in H.R.
2513 which serve to adjudge the domestic packer of olive oil a criminal be-
fore he 18 brought to trial. In effect, a cautious packer will be forced to think
twlce before packaging olive oll in this country.

The bill is unnecessary. Its provislons merely duplicate the current funec-
tlons of the Federal Trade Commiassion which amply provide for the marking
-of fmported and domestic {tems.
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Should the Senate Finance Committee, however, choose to recommend pass-
age of H.R. 2513, we hereebg respectfully request that the olive oil packing in-
dustry be specifically omitted from the provisions of H.R. 2518,

Any action short of specific exemption from the provisions of H.R. 2513 wil}
seriously jeopardize the future of the entire olive ol packing industry.

PHILIPPINE MAHOGANY ASSOCIATION, INO,,
South Pasadena, Calif., March 24, 1968.
Re Jordan amendment to H.R. 2513,

SENATE COMMITTEE ON FINANCE,
Washington, D.C.

GENXTLEMEN : The Philippine Mahogaiy Association, composed of the majority
of the importers of Phillippine forest products in the United States, would like to
register its opposition to the so-called Jordan amendment to H.R, 2313. This
amendment, as we understand It, {8 based on Senator Jordan’s bill 8, 937, which
would require marking of all imported lumber and wood products to indicate to
the ultimate purchaser in the United States the name of the country of origin.

Senator Jordan’s bill is one of & number of pleces of legislation that have been
introduced Into this Congress that are aimed primarily at softwood imports into
the Unlted States from Canada. We are not in & position to comment on the
equity of these varlous proposals insofar as they effect softwood imports, How-
ever, any requirement which would impose marking requirements on hardwood
imports would, in our opinion, represent an unnecessary burden on importers.

The name of our product, “Philippine mahogany,” is in itself indicative to any
ultimate purchaser of the foreign origin of the wood. The same {s true of most
other hardwoods imported into this country, such as “African mahogany,” *“Hon-
duras mahogany,” ete. The vast majority of hardwood imports are of specles
that are not commerclally grown in the United States. This{s true of the product
of our members “Philippine mahogany.”

Hardwood imports are almost entirely composed of woods that are used for
decorative purposes. A requirement calling for marking could present a con-
siderable problem in defacement of the surface, particularly in the case of such
items as surfaced lumber and moldings. Much of the hardwood lumber is im-
ported in rough form and Is surfaced and trimmed after arrival In this country,
often in transit, and the original marking would be obliterated. If it weuld be
required that this materfal be remarked the cost would be excessive and far
beyond the benefits, If any, that would be forthcoming.

In many instances, the exportation of hardwood produets by forelgn countries
provides a significant source of foreign exchanﬁe ang presents an opportunity
to expand a program of “trade not aid."”” Any legislation which might impose
undue hardships where no benefits would be derived cannot help but push into
{he future the day when significant savings in our foreign-aid program can be
expected.

In giving consideration to the amendment proposed, we would respectfully re-
quest that you give serious thought to our objections and that they not be lost
sight of in the attempt of the domestic softwood industry to solve thelr alleged
problems by seeking legislation that not only would have its effect on their com-
petitors but would hamper what might be termed “innocent bystanders.”

Thanking you for your consideration of our views, we remaln,

Yours very truly, :
GEORGE D. ScriM, Ezeoutive Secretary.

'(Whem11¥on, at 4:40 p.m., the commitiee adjourned, to reconvene.
at the call of the Chair.) o :



